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FILING FORM 10-Q QUARTERLY REPORTS
UNDER THE SEC'S INTEGRATED DISCLOSURE SYSTEM
REVIEW OF ASR NO. 286
In Accounting Series Release No. 286
(33-6288, 34-17524) issued on February 9, 1981,
the SEC made the requirements for interim
financial disclosures on Form 10-Q, and in
registration statements, consistent with the
other integrated disclosure requirements adopted
in September 1980 for annual reports. Also in
ASR No. 286, the SEC has standardized its
requirements for interim financial statements,
and management's discussion and analysis for
interim periods.
The aims of the SEC's integrated
disclosure program are:
o

uniform disclosure and interchangeable
document parts,

o

consistent reporting under the 1933 and
1934 Acts,

o

smaller, less wasteful disclosure
documents that rely, wherever possible,
on incorporation by reference. These SEC
changes enhance the role played by the
continuous reporting on Forms 10-K, 10-Q
and 8-K in supplying current information
to shareholders and to the trading
markets.

With the September 1980 releases and
ASR No. 286, registrants have the option of
meeting the obligations of the Exchange Act
system by using their informal annual and
quarterly reports to shareholders to satisfy
Exchange Act requirements for all, or any part
of the information required to be filed. Thus,
where an informal report to shareholders
contains some or all of the required
information, appropriate portions of the report
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may be simply incorporated by reference into the
Form 10-Q.
Effective Date. ASR No. 286 is effective for
those registrants with fiscal years ending after
December 15, 1980 making 1933 Act filings and
1934 Act reports containing interim financial
information for periods after December 15.
Registrants with fiscal years ending
before December 15, 1980 may file and report
interim financial information in compliance with
the amendments if the filing or report, or a
preceding one, contains financial information
for the most recent year prepared in compliance with the September 2, 1980 amendments to
Regulations S-X and S-K. Thus, a November 30,
1980 registrant which filed its Form 10-K using
the rules in effect prior to ASR's 279, 280 and
281, cannot use the revised 10-Q form.
Revisions to Form 10-Q. The following Table
outlines the contents of the new and old 10-Q's,
and shows the disposition of the old
requirements - i.e., deleted, included in
Regulations S-X and S-K, or carried forward into
the new form.
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OLD 10-Q

NEW 10-Q

Cover page

(1)

Cover page

General Instructions

General Instructions

A: Rule as to use of Form 10-Q

A. Rule as to use of Form 10-Q

(1)

B: Application of general rules and regulations

B. Application of general rules and regulations

(1)

C: Preparation of report

C. Preparation of report

(1)

D: Incorporation by reference

D. Incorporation by reference

(2)

E: (Deleted) Notice of intention to file a
registration statement on Forms S-7 or
Form S-16

E. Filed status of information presented

(3)

F: Signature and filing of report

F. Signature and filing of report

(2)

G: Omission of information by certain
wholly-owned subsidiaries

G. Omission of information by certain
wholly-owned subsidiaries

(2)

Part I. Financial Information

Part I. Financial Information

Inst. 1. Persons for whom the financial
information is to be given

Item 1. Financial statements: Reg. S-X, Rule 10-01

(4)

Inst. 2. (Deleted) Preparation of financial informatio n

I

Item 2. Management's discussion and analysis of
financial condition and results of operations:
Reg. S-K, Item 11

Inst. 3. (Deleted) Delay in filing financial information
Inst. 4. Financial statements

(2) (4)

Inst. 5. (Deleted) Management's analysis of quarterly
income statements
I Inst. 6. (Deleted) Other financial informatio n

]

Inst. 7. Review by independent public accountant (2)(4)
Inst. 8. Filing of other statements in certain cases (1)(4)
1 Inst. 9. (Deleted) Exhibits

Part II. Other Information

Part II. Other Information

Item 1. Legal proceedings

Item 1. Legal proceedings

Item 2. Changes in securities

Item 2. Changes in securities

Item 3. (Deleted) Changes in security for
registered securities

Item 3. Defaults upon senior securities

(1)

Item 4. Submission of matters to a vote of
security holders

(1)

Item 5. Other information

(2)

Item 4. Defaults upon senior securities
Item 5. (Deleted) Increase in amount outstanding
of securities or indebtedness

Item 6. Exhibits and reports on Form 8-K
Item 6. (Deleted) Decrease in amount outstanding
of securities or indebtedness
Item 7. Submission of matters to a vote of security
holders
Item 8. Other materially important events
Item 9. Exhibits and reports on Form 8-K
Signatures
Notes:
(1) No change or change not substantive.
(2) Revised.
(3) New.
(4) Incorporated into new Reg. S-X Rule 10-01.

Signatures
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(1)

(1)

A brief review of the amendments and
changes for Form 10-Q contained in ASR No. 286
and indicated on the preceding table follows.
Cover page. The new requirement is to disclose
the number of shares outstanding, for each class
of common stock, as of the latest practicable
date — the old rule was as of the close of the
quarter.
Incorporation by reference. To facilitate
sending quarterly reports to shareholders,
issuers have the option of incorporating all or
part of their informal communications into Form
10-Q. The amendments encourage companies to
publish readable, understandable quarterly
reports to shareholders which include the
information content of a Form 10-Q, and to file
these documents with the SEC in satisfaction of
their reporting obligations. By incorporating
their informal quarterly financial report into
the Form 10-Q, companies should be able to
reduce their quarterly reporting burdens.
The revised 10-Q instructions
(Instruction D) state that, if the registrant
sends its stockholders (or otherwise publishes
within the 45-day period prescribed for filing
the form) a document containing information
meeting some (or all) of the requirements of
Part I, the information may be incorporated by
reference. Copies of the document must be filed
as an exhibit to Part I.
Other information may be incorporated
by reference in answer, or partial answer, to
any item or items of Part II under Rule 12b-23
(Incorporation by Reference).
Exchange Act liability. New Instruction E
(Filed Status of Information Presented) makes it
clear that, for purposes of liability under
Section 18 of the Exchange Act, financial
information provided in response to Items 1 and
2 of Part I will not be deemed filed under Rules
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13a-13(d) and 15d-13(d). The instruction goes
on to state that this is the case regardless of
whether the information is presented directly in
the Form 10-Q, is incorporated by reference from
an informal report containing the required
information (e.g., a quarterly report
distributed to shareholders), or is in an
exhibit to Part I. The instruction says that
information provided in Part II to satisfy all
other requirements of the form will be deemed
filed for the purpose of Section 18.
Section 18 imposes civil liability on
any person who, in any application, report, or
document filed under the Act, any rule or
regulation thereunder, or any undertaking
contained in a registration statement pursuant
to Section 15(d), makes a statement which is
false or misleading with respect to any material
fact.
Signature. To eliminate any possible confusion
as to acceptable signatures, Instruction F has
been amended to say that one signature is enough
where the registrant's principal financial
officer or chief accounting officer is also
authorized to sign on behalf of the registrant.
In this case, the dual capacities of this person
must be disclosed.
Omission of information by certain wholly-owned
subsidiaries. Registrants who meet the
conditions spelled out in Instruction G may omit
some of the information called for by Item 2 of
Part I (Management's Discussion and Analysis of
Financial Condition and Results of Operations).
However, the 10-Q must provide management's
narrative analysis of the results of operations
explaining the reasons for material changes in
the amount of revenue and expense items between
the most recent year-to-date period presented
and the corresponding year-to-date period in the
preceding year. See below for the extent of
management's discussion normally required.
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Part I - Financial Information
Financial statements. The old Form 10-Q
instructions for interim financial statements
have been deleted from the form and are now
included in new Article 10 of Regulation S-X.
Rule 10-01 contains new uniform rules and
instructions relating to the form and content of
interim financial statements for both 1933 Act
filings and 1934 Act reports. Among the new
amendments and clarifications affecting Form
10-Q filings are the following:
o

Separate statements of other entities,
which may otherwise be required by
Regulation S-X, may be omitted. Hence,
financial statements of the
registrant-only, statements of affiliates
whose securities are pledged as collateral,
and statements of consolidated
"financial-type" subsidiaries (S-X, Rules
3-03 and 3-04, 3-10, and 3A-02(e),
respectively) may be omitted.

o

The registrant has the option to display
the components of inventory either on the
face of the balance sheet or in the notes
to the financial statements.

o

The condensation tests have been clarified.

o

The disclosures required in interim
financial information have been clarified.
- In brief, except for material
contingencies, the adequacy of additional
disclosures needed for a fair
presentation of interim financial
information may be determined on the
presumption that users of the financial
information have read, or have access to,
the audited financial statements for the
preceding fiscal year.
- Material contingencies must be disclosed
even though a significant change since
year-end may not have occurred.
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- Events subsequent to the end of the
most recent year which have a material
impact on the registrant must be
disclosed.
- Disclosures may be made either on the
face of the financial statements or in
the accompanying footnotes.
- The information required when the
registrant has disposed of a
significant portion of its business has
been clarified by the rule's use of
"segment of its business" as defined in
par. 13 of APB No. 30.
- A requirement to show net income per
share on a pro forma basis when there
is a material purchase has been added.
See the discussion in Footnotes (below)
regarding the disclosure guidelines contained in
the new rule.
Periods to be covered. Previously balance
sheets at the end of the most recent quarter and
the corresponding quarter of the preceding year
were required; now only balance sheets at the
end of the most recent quarter and the preceding
year (not corresponding quarter) are needed.
However, a balance sheet at the end of the
corresponding quarter of the preceding year
should be provided if it is necessary to
understand the impact of seasonal fluctuations
on financial condition.
There were no other changes in the
periods to be covered by the statements of
income or the statement of changes in financial
position.
Review by independent public accountant. The
requirement for a statement by the registrant
indicating whether "all adjustments or
additional disclosures proposed by the
independent accountant have been reflected in
the data presented, and, if not, why not" has
I-7

been deleted. The rationale for the deletion is
contained in the last paragraph of the
accountants' report (see page
) which now
requires the independent accountant to say that
he is not aware of the need for any material
adjustments to the condensed financial
statements.
Management's Discussion and Analysis
The old 10-Q instructions for
management's analysis have been deleted from the
form. New Item 11(b) has been added to
Regulation S-K. Its specific requirements are
treated below under Management's Discussion and
Analysis.
Basically, the new item conforms the
requirements for management's discussion of
interim periods with the revised requirements
for annual periods (adopted in ASR No. 279) and
serves as an update of the annual discussion.
Management's discussion and analysis is
now focused on the financial statements as a
whole — not just the results of operations, but
also material changes in financial condition,
liquidity and capital resources. The old
requirement to discuss changes in the results of
operations between the current quarter and the
immediately preceding quarter (including the
first quarter with the fourth quarter of the
prior year) has been deleted.
Part II - Other Information
A new sentence has been added to the
Instructions to Part II, which says that, if the
required information is already disclosed in
footnotes to the interim financial statements, a
separate answer is not required in Part II. In
this situation, Part II would include a
statement specifically identifying and
incorporating the Part I information.

I-8

Two other changes were made in Part
II: First, Item 4 has been changed by deleting
the exhibit provision in Instruction 6; second,
Item 5 has been recaptioned "Other Information"
(formerly "Other Materially Important Events")
and a new sentence was added saying that this
Item may be used to fulfill any or all of the
reporting requirements of Form 8-K. As revised,
Item 5 will now permit registrants to reduce
their reporting burdens by including in Form
10-Q the information that otherwise would be
required on Form 8-K. However, all the Form 8-K
timing and disclosure requirements must be met
on Form 10-Q in order to avoid the obligation to
file a Form 8-K.
Other Revisions
Regulation S-K, Item 7 - Exhibits. The
instructions to Exhibit 21 (Report Furnished to
Security Holders) were expanded to include the
incorporation by reference of Management's
Discussion and Analysis. Exhibit 23 (Published
Report Regarding Matters Submitted to a Vote of
Security Holders) was added as a required
exhibit to Form 10-Q. Exhibit 23 says that "if
the registrant published a report containing all
of the information called for by Item 4 of Part
II of Form 10-Q and has referred to that report
in lieu of providing the disclosure in Form
10-Q, copies of the published report should be
filed as an exhibit...".
Regulation S-X
Rule 3-12. This Rule was amended to make it
clear that neither a new issuer nor a
financially troubled registrant may sell
securities more than 45 days after their
year-end until audited year-end financial
statements are available and filed.
Rule 3-17. (Financial statements of natural
persons). The requirements for financial
statements of natural persons was moved from
Rule 10-01 to Rule 3-17.
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Rules 3-01 and 3-02. A minor change was made to
these S-X rules to have them agree with new
integrated disclosure program.
The 1933, 1934, 1935 and 1939 Acts - liability
for forward-looking statements. The rules now
make it clear that the specific, listed kinds of
forward-looking statements are protected by the
SEC's safe-harbor rules if included or
reaffirmed in Part I of Form 10-Q. These
amendments codify the SEC's position which
considers Part I "filed" for purposes of the
safe-harbor rule even though it is not filed for
purposes of Section 18 of the Exchange Act.
Also, the SEC made technical amendments to the
safe-harbor rules to conform the reference to
Management's Discussion and Analysis to Item 11
of Regulation S-K.
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FORM 10-Q
Requirements For Use
Requirements for the use of Form 10-Q
are found in Rules 13a-13 and 15d-13 of the 1934
Exchange Act. Paragraph (a) of these rules
requires every issuer (except as indicated
below) of securities registered under the 1933
and 1934 Acts, and which must file annual
reports pursuant to Section 13 or Section 15(d)
of the Exchange Act on Form 10-K or U5S, to file
a quarterly report on Form 10-Q for each of the
first three quarters of each fiscal year,
beginning with the first quarter which ends
after securities of the issuer become
registered, except as follows:
o

Under paragraph (b) of Rules 13a-13 and
15d-13, Form 10-Q need not be filed by:
(1) investment companies filing quarterly
reports under Rules 13a-12 or 15d-12
(companies registered under the
Investment Company Act of 1940 which
have securities listed and registered
on a national securities exchange,
and "Section 15(d) issuers" for which
a quarterly report is prescribed,
i.e., Form N-1Q); or
(2) foreign private issuers filing
reports on Form 6-K under Rules
13a-16 or 15d-16.

o

Under paragraph (c) of Rules 13a-13 and
15d-13, Part I of the quarterly report on
Form 10-Q need not be filed by:
(1) life insurance companies and holding
companies having only life insurance
subsidiaries for quarters in fiscal
years ending on or before December
20, 1982, if they do not meet the
"actively traded" tests in Item
12(a)(1)(i) of Regulation S-K;
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(2) mutual life insurance companies; or
(3) mining companies not in the
production stage but engaged
primarily in the exploration for, or
the development of, mineral deposits,
other than oil, gas or coal, if
certain conditions specified in the
rules are met.
When Filed
After registration under either the
1933 or 1934 Act, the form must be filed within
45 days after the end of each fiscal quarter,
but no form is required for the fourth quarter.
If the filing cannot be accomplished
within the 45 days, the registrant must, no
later than one business day after the due date,
file Form 12b-25; this extends the filing date
another five calendar days. The reason for the
delay must be important and be one that cannot
be eliminated without "unreasonable effort and
expense" (not defined by Rule 12b-25). One
reason may be (for example) that the independent
accountant is unable to furnish his opinion on
time. Whatever the reason, it must be stated in
Form 12b-25, and in the situation where the
delay is caused by a third party (e.g., the
independent accountant), a statement by him to
this effect must be attached as an exhibit to
the Form.
Number of Copies and Signature
Eight copies of the form must be filed
with the SEC: three copies must be complete and
contain financial statements, exhibits or other
papers or documents, whereas five copies need
not include the exhibits. In addition, at least
one complete copy must be filed with each
exchange on which any class of securities is
registered.
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At least one complete copy of the
report filed with the SEC, and one complete copy
filed with each exchange must be manually signed
and dated on the registrant's behalf by a duly
authorized officer, and by the principal
financial or chief accounting officer. Copies
not manually signed must bear typed or printed
signatures. If the principal financial officer
or chief accounting officer is also duly
authorized to sign on behalf of the registrant,
his signature alone is acceptable provided that
the form clearly indicates his dual
responsibilities.
Omission of Information by Certain Wholly-Owned
Subsidiaries
If, on the date the 10-Q is filed, a
registrant meets the conditions specified in A.
below, then it may omit the information
specified in B. below (but not otherwise).
A. Conditions for availability of disclosure
relief:
(a) All of the registrant's equity
securities are owned (directly or
indirectly) by a single person which
is a reporting company and which has
filed all the material required to be
filed by Sections 13, 14 or 15(d) of
the Act;
(b) During the preceding 36 months, there
has not been any material default in
any debt, or any other material
default not cured within 30 days, and
there has not been any material
default in the payment of rentals
under material long-term leases; and
(c) The cover page of Form 10-Q states
that the registrant meets the
conditions and is therefore filing
with the reduced disclosure format.
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B. If the conditions in A. are met, the
following may be omitted:
(a) Item 2 of Part I (Management's
Discussion and Analysis of Financial
Condition and Results of Operations),
provided that the 10-Q includes
management's narrative analysis of
the results of operations explaining
the reasons for material changes in
the amount of revenue and expense
items between the most recent
year-to-date period presented and the
corresponding preceding year-to-date
period.
(b) From Part II, Item 2 (Changes in
Securities), Item 3 (Defaults Upon
Senior Securities), and Item 4
(Submission of Matters to a Vote of
Security Holders).
Part I
Financial Statement Dates and Periods
The dates and periods for which
financial statements are required are as follows:
Balance Sheet
At end of the current quarter, and at
end of preceding fiscal year. If
seasonal fluctuations have a
significant impact on financial
condition, then a balance sheet at
end of corresponding quarter of
preceding year should also be
included. Note that a condensed
balance sheet as of the most recent
year-end is required. Obviously, the
balance sheet is audited but, in the
context of a Form 10-Q filing, this
balance sheet may be condensed and
footnotes omitted. Registrants may
wish to provide a footnote to the
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condensed year-end balance sheet
stating that it is condensed
financial information taken from the
audited financial statements. The
year-end balance sheet should not be
labeled "unaudited."
Income Statement
For the current quarter, year-to-date
for the current year, and the
corresponding periods of the
preceding year.
Statement of Changes in Financial
Position
Year-to-date for the current year,
and the corresponding period of the
preceding year.
In addition to the periods mentioned
above, a registrant may include an income
statement and a statement of changes in
financial position for the twelve months ending
at the interim reporting date for both the
current and preceding years. This presentation
may be particularly useful for seasonal
businesses. Registrants engaged in the seasonal
production and sale of a single-crop agricultural
commodity may provide comparative twelve-month
statements ending with the current quarter in
lieu of the year-to-date statements mentioned
above.
Required Statements
The form requires unaudited
consolidated statements. It does not require
statements for the registrant-only, consolidated
"financial-type" subsidiaries (see SAB Topic
6B(5)), affiliates whose securities are pledged
as collateral, statements of stockholders'
equity, or Regulation S-X schedules.
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Summarized income statements of
majority-owned unconsolidated subsidiaries, and
50%-or-less-owned persons are required only if
separate or group statements for these companies
are required in the annual report on Form 10-K
(unless these companies would not have to file a
Form 10-Q under the exceptions in Rules 13a-13
or 15d-13 outlined above under Requirements for
Use). Hence, statements which in the aggregate
do not meet the "significant subsidiary" tests
(Reg. S-X, Rule 1-02(2)) may be omitted. Where
summarized information is required, it may be
given in a footnote to the statements.
Form and Content
Interim financial statements must be
prepared in accordance with GAAP in general, and
specifically with the accounting principles
contained in APB Opinion 28 (Interim Financial
Reporting), SFAS 3 (Reporting Accounting Changes
in Interim Financial Statements) and SFAS
Interpretation 18 (Accounting for Income Taxes
in Interim Periods).
The statements must follow the general
form, content and presentation set forth in
Regulation S-X, except as outlined below.
Balance Sheet
Include only the major (numbered)
captions specified in Rule 5-02 of
Reg. S-X (see Appendix A), except for
inventories. Here, Form 10-Q
requires the separate disclosure
(either on the face of the balance
sheet or in a footnote) of raw
materials, work in process and
finished goods, if applicable. In
SAB Topic 6G(2)(a)(4) the SEC staff
recognized that registrants may not
take inventories during interim
periods; however, they believe that
management should be able to make
reasonable estimates of the inventory
I-16

components based upon their knowledge
of the production cycle, the costs
(labor and overhead) associated with
the cycle, as well as the relative
sales and purchasing volume of the
registrant; hence management will
have to estimate the inventory
components.
Major balance sheet captions may be
combined if both of the following
tests are met:
(1) the major balance sheet caption
is less than 10% of total assets,
and
(2) the amount in the caption has not
increased or decreased by more
than 25% since the end of the
preceding fiscal year.
Income Statement
Include only the major (numbered)
captions specified in Rule 5-03 of
Reg. S-X (see Appendix A).
Major income statement captions may
be combined if both of the following
tests are met:
(1) the major income statement
caption is less than 15% of
average net income for the most
recent three fiscal years. (In
calculating average net income,
loss years should be excluded.
If losses were incurred in each
of the most recent three years,
the average loss is to be used
for purposes of this test.) And,
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(2) the amount in the caption has not
increased or decreased by more
than 20% as compared to the
corresponding interim period of
the preceding year.
If appropriate, indicate on the face
of the income statement dividends per
share of common stock, earnings per
share and the basis and number of
shares used in the computation of
earnings per share. If this
information is not clearly disclosed
in the report, a computation of
earnings per share must be filed as
an exhibit.
Statement of Changes in Financial
Position
This statement may be abbreviated by
starting with a single figure for
funds provided by operations.
Other sources and uses of working
capital or funds may be combined if
the following test is met:
"The statement of changes in
financial position may be
abbreviated... showing other changes
individually only when they exceed
10% of the average of funds
provided by operations for the most
recent three years."
Changes in elements of working
capital need not be presented (see
SAB Topic 6G(2)(a)(6)).
Combining Captions
All amounts included in the year-end
balance sheet, and prior period
statements of income and changes in
financial position should be
I-18

reclassified to the current-periods
presentation (see SAB Topic
6G(2)(a)(2)). When a financial
statement caption is combined, the
caption should indicate what it
includes.
Notwithstanding the condensation
requirements, Rule 4-02 of Regulation
S-X still applies and immaterial
amounts need not be shown
separately. Thus, a caption which is
very small in relation to total
assets or net income, but has
fluctuated by more than the
prescribed percentage tests, may be
combined with another caption.
Footnotes
Regulation S-X (Rule 10-01(a)(5))
requires that interim financial information must
include disclosures, either on the face of the
financial statements or in the accompanying
footnotes, sufficient to make the interim
information presented not misleading.
Registrants may presume that users of the
interim financial information have read, or have
access to, the audited financial statements for
the preceding year, and that the adequacy of
additional disclosure needed for a fair
presentation (except for material contingencies)
may be determined in that context. Where
material contingencies exist, disclosure must be
provided even though a significant change since
year-end may not have occurred (also see par. 22
of APB 28).
Footnote disclosure may be omitted if
it would substantially duplicate material in the
most recent annual report to stockholders, or
the latest audited financial statements (such as
a statement of significant accounting policies
and practices, details of accounts which have
not changed significantly in amount or
composition since the end of the fiscal year),
I-19

or the detailed disclosures prescribed by Rule
4-08 of Regulation S-X (General Notes to
Financial Statements).
Significant changes. Disclosure must
be made of events subsequent to the end of the
most recent fiscal year which have a material
impact on the registrant. Regulation S-X
provides examples of disclosures that should be
included in Form 10-Q. These include
significant changes since the end of the fiscal
year in such items as:
o

accounting principles and practices;

o

estimates inherent in the preparation of
the financial statements;

o

the status of long-term contracts;

o

capitalization including significant new
borrowings or the modification of
existing financing arrangements; and

o

the reporting entity resulting from
business combinations or dispositions.

As to business combinations, Regulation
S-X (Rule 10-01(b)(3) and (4)) gives the
following guidance.
Pooling of interests. If there is a
pooling of interests in the current period, the
interim financial statements for both the
current and preceding years must reflect the
combined results. Supplemental disclosure of
the separate results of the combined entities
for periods prior to the combination must be
given with appropriate explanations (see APB 16,
par. 64(d) ) .
Purchase of a business. If there is a
material purchase of a business in the current
year, disclosure must be made of:
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o

Pro forma results of operations
disclosing at a minimum:
- Revenue;
- Income before extraordinary items total and per share - and the
cumulative effect of accounting changes?
- Net income and net income per share.
This pro forma disclosure need be
furnished only for the current year up
to the end of the most recent quarter,
and for the comparable period of the
preceding year, as though the companies
had combined at the beginning of each
of the periods (see APB 16, par. 96).

Discontinued operations. Rule
10-01(b)(5) of Regulation S-X discusses the
disclosures concerning discontinued operations.
The rule says that if during any of the periods
covered by the 10-Q a significant segment of the
business was disposed of, the effect of the
disposal on revenues and net income - total and
per share - must be disclosed for all periods
presented (see APB 30, pars. 8 and 13, and SAB
Topic 6G(2)(b)).
Representation by management. The
footnotes must include a statement that, in
management's opinion, all adjustments necessary
for a fair presentation are reflected in the
interim financial statements.
Prior period adjustments. SFAS 16
limits prior period adjustments to the
correction of an error, and the realization of
tax benefits from preacquisition net operating
loss carryforwards of a purchased subsidiary.
Other retroactive restatements may be made under
circumstances discussed by APB 16, par. 52; APB
20, pars. 27, 29 and 34; and SFAS 43.
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Management's Discussion and Analysis of Financial
Condition and Results of Operations
Material changes. Item 11(b) of Regulation S-K
states that management's discussion and analysis
of financial condition and results of operations
in the 10-Q must enable the reader to assess
material changes in financial condition and
results of operations as specified in (1) and
(2) below. It must include a discussion of
material changes in liquidity, capital resources
and results of operations, except that the
impact of inflation and changing prices on
operations for interim periods need not be
addressed.
The interim discussion is intended to
complement the annual discussion by focusing on
the same information, hence the interim
discussion serves to update the annual
discussion. Part of the rule pertaining to the
annual discussion says "Where in the registrant's judgment a
discussion of segment information or of
other subdivisions of the registrant's
business would be appropriate to an
understanding of such business, the
discussion should focus on each relevant,
reportable segment or other subdivision of
the business and on the registrant as a
whole."
So, if the registrant discusses and
analyzes its business by segments in the annual
report, it may be necessary to continue this
discussion and analysis in interim reports.
Periods covered by discussion.
(1) In financial condition -- discuss
material changes from the end of
the preceding year to the date of
the current interim balance sheet.
If the interim statements include
an interim balance sheet as of the
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end of the corresponding quarter of
the preceding year, material
changes in financial condition from
that date to the date of the
current interim balance sheet must
also be discussed. If discussions
of changes from both the end of the
preceding year and the
corresponding interim date of the
preceding year are required, the
discussions may be combined.
(2) In results of operations — discuss
material changes in the most recent
year-to-date period and the
corresponding year-to-date period
of the preceding year. Also,
discuss material changes in the
most recent quarter and the
corresponding quarter in the
preceding year. And, if the
registrant has elected to provide
an income statement for the twelve
months ending at the interim
reporting date for both the current
and preceding years, the discussion
must cover material changes in that
twelve-month period and the
corresponding twelve-month period
of the preceding year.
Reporting.
some guidance:

Regulation S-K provides

(1) In writing the discussion, the
registrant may presume that users
of the interim information have
read or have access to management's
discussion for the preceding year.
(2) Where the interim statements reveal
material changes from period to
period in one or more significant
line items, the causes for the
changes should be described if they
have not already been disclosed.
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If the causes for a change in one
line item also relate to other line
items, no repetition is required.
The discussion need not recite the
amounts of changes from period to
period which are readily computable
from the statements, nor should it
merely repeat numerical data
contained in the financial
statements. The discussion need
only include information which is
available without undue effort or
expense and which does not clearly
appear in the statements.
(3) Discussion of material changes in
results of operations should
identify significant elements of
income or loss from continuing
operations which do not arise from
or are not necessarily
representative of the ongoing
business.
(4) The discussion should cover
seasonal aspects of the business
which have had a material effect on
financial condition or results of
operation.
(5) Registrants are encouraged, but are
not required, to discuss forward
looking information.
Review by Independent Public Accountant
There is no requirement by the SEC for
a review of a registrant's quarterly financial
information included in Form 10-Q by an
independent accountant. However, in accordance
with Rule 10-01(d) of Regulation S-X, if a
review is performed following the professional
requirements of SAS 36, "Review of Interim
Financial Information," the registrant may, but
need not, state that the independent accountant
has performed such a review. If such a statement
I-24

is made, the accountant's report on the review
must accompany the interim financial information.
An example of such an accountant's
report follows:
REPORT OF INDEPENDENT ACCOUNTANTS
Company
Address
We have reviewed the condensed
consolidated balance sheet of XYZ INC. and
subsidiaries at June 30, 1981, the condensed
consolidated statements of earnings for the
six-month and three-month periods then ended,
and the condensed consolidated statements of
changes in financial position for the six months
then ended, in accordance with standards
established by the American Institute of
Certified Public Accountants.
A review of interim financial
information consists principally of obtaining an
understanding of the system for the preparation
of interim financial information, applying
analytical review procedures to financial data,
and making inquiries of persons responsible for
financial and accounting matters. It is
substantially less in scope than an examination
in accordance with generally accepted auditing
standards, the objective of which is the
expression of an opinion regarding the financial
statements taken as a whole. Accordingly, we do
not express such an opinion.
Based on our review, we are not aware
of any material modifications that should be
made to the accompanying condensed financial
statements for them to be in conformity with
generally accepted accounting principles.
Address
Date
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Change in Method of Accounting
When a registrant changes a method of
accounting, in addition to the disclosure
requirements of APB 28, SFAS 3, and FASB
Interpretation 18, Rule 10-01(b)(6) of
Regulation S-X requires that the following
information be included in Form 10-Q:
o

the date of any material accounting
change;

o

the reasons for the change; and

o

as an exhibit, in the first 10-Q after
the date of an accounting change, a
letter from the independent accountants
stating whether the change is to an
alternative principle which is preferable
under the circumstances. If the change
occurs in the fourth quarter the
preferability letter may be included in
Form 10-K, or with the first quarter's
Form 10-Q.

If the registrant changes from one
generally accepted method to another, a letter
is required; however, if the former method of
accounting is no longer generally accepted, and
the change is made to conform to a standard
adopted by the FASB, no letter is required.
The requirement for the preferability
letter exhibit appears in Item 7 of Reg. S-K.
It says "(19) Letter re change in accounting
principles - Unless previously filed, a
letter from the registrant's independent
accountant indicating whether any change in
accounting principles or practices followed
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by the registrant, or any change in the
method of applying any such accounting
principles or practices, which affected the
financial statements being filed with the
Commission in the report or which is
reasonably certain to affect the financial
statements of future fiscal years is to an
alternative principle which in his judgment
is preferable under the circumstances. No
such letter need be filed when such change
is made in response to a standard adopted by
the Financial Accounting Standards Board
requiring such a change."
SAB Topic 6G(2)(c) contains six interpretations on the subject of preferability. The
interpretations are summarized as follows:
1. Where no authoritative body has specified
criteria for determining the
preferability of one alternative
accounting principle over another,
preferability should be based on the
particular circumstances described and
discussed by the registrant.
2. Business judgment and planning may be
major considerations in determining that
the change is to a preferable method,
because the change results in improved
financial reporting.
3. Business judgment and planning may be
accepted by the independent accountant as
justification for the change as long as
the judgments and plans do not seem to be
unreasonable.
4. Justification for a change in accounting
is not nullified if business judgments
must be changed as a result of changed
economic factors.
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5. A registrant may revert to an original
accounting principle if the principle can
be justified as preferable under the
circumstances as they currently exist.
6. A revised interpretation of SAB No. 6
(now Topic 6G(2)(c)(1)) provides that
registrants in apparently similar
circumstances may make changes in
opposite directions if each registrant
and its independent accountants
determined from the factors considered
that the change was preferable under the
circumstances because it resulted in
improved financial reporting. The
emphasis here relates to registrants
which are in apparently similar
circumstances no matter who their
independent accountants may be.
The following is a sample preferability
letter filed as an exhibit to Form 10-Q.
(Date)
ABC Corporation
One Main Street
Anywhere, U.S.A.
Gentlemen:
As stated in Note Y to the financial
statements for the three months ended March 31,
19X2, the Company changed its method of
accounting for (describe the nature of the
accounting change) and states that the newly
adopted accounting principle is preferable in
the circumstances (state the circumstances and
elements of business judgment and planning given
by the Company in the Note). At your request,
we have reviewed and discussed with you the
circumstances and the business judgment and
planning which formulated your basis to make
this change in accounting principle.
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It should be understood that criteria
have not been established by the Financial
Accounting Standards Board for selecting from
among the alternative accounting principles that
exist in this area. Further, the American
Institute of Certified Public Accountants has
not established the standards by which an
auditor can evaluate the preferability of one
accounting principle among a series of
alternatives. However, for purposes of the
Company's compliance with the requirements of
the Securities and Exchange Commission, we are
furnishing this letter.
Based on our review and discussion, we
concur in management's judgment that the newly
adopted accounting principle described in Note Y
is preferable in the circumstances. In
formulating this position, we are relying on
management's business planning and judgment,
which we do not find to be unreasonable.
Because we have not audited any financial
statements of the Company as of any date or for
any period subsequent to December 31, 19X1, we
express no opinion on the financial statements
for the three months ended March 31, 19X2.
Part II
Part II of the form now contains the
six following items:
Item 1. Legal Proceedings. Must include
the information required by Item 5 of
Regulation S-K. For proceedings which have
been terminated during the period covered by
the report, provide similar information,
including the date of termination and a
description of the disposition. A legal
proceeding need only be reported in the 10-Q
filed for the quarter in which it first
became a reportable event, and in subsequent
quarters in which there have been material
developments. Subsequent 10-Qs in the same
fiscal year in which a legal proceeding or a
material development is reported should
refer to any previous reports in that year.
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Item 2. Changes in Securities. If the
rights of the holders of any class of
registered securities have been materially
modified, give the title of the class of
securities involved and state briefly the
general effect of the modification. If
rights have been materially limited or
qualified by the issuance or modification of
any other class of securities, briefly state
the general effect of the issuance or
modification of such other class of
securities. Note, working capital
restrictions and other limitations on the
payment of dividends must be reported here.
Item 3. Defaults upon Senior Securities.
If there has been any material default in
(1)

payment of principal, interest, a
sinking or purchase fund installment, or

(2)

any other material default not cured
within 30 days, regarding any
indebtedness exceeding 5% of the total
assets of the registrant and its
consolidated subsidiaries, identify the
indebtedness, state the nature and
amount of the default, and the total
arrearage on the date of filing the
10-Q.

If any material arrearages in the payment of
dividends have occurred, or if there has
been any other material delinquency not
cured within 30 days, regarding any class of
registered preferred stock, give the title
of the class and state the nature of the
arrearage or delinquency; state the amount
and the total arrearage in the payment of
dividends on the date of filing the 10-Q.
Item 4. Submission of Matters to a Vote of
Security Holders. If any matter has been
submitted to a vote of security holders,
furnish:
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(a) the date of the meeting and whether
it was an annual or special meeting,
(b) if the meeting involved the election
of directors, the name of each
director elected and the name of each
other director whose term of office
continued after the meeting,
(c) a brief description of each other
matter voted on and the number of yes
and no votes cast, and
(d) a description of the terms of any
settlement terminating any
solicitation, including the cost to
the registrant.
Item 5. Other Information. The registrant
may, at its option, report under this item
any information, not previously reported on
Form 8-K, which is not otherwise called for
by the 10-Q. If disclosure is made under
this item, it need not be repeated on Form
8-K or in a subsequent 10-Q.
Item 6. Exhibits and Reports on Form 8-K.
Exhibits must be furnished in accordance
with Item 7 of Reg. S-K. Reports on Form
8-K: State whether any Form 8-Ks have been
filed during the quarter for which the 10-Q
is filed, listing the items reported,
financial statements filed and the dates of
any such reports.
Integration of Form 10-Q with Reports to
Shareholders
In the past, the SEC received many
questions concerning the integration of
quarterly reports to shareholders with the
reports filed with the Commission. Guide 4,
"Integrated Reports to Shareholders," was the
result. It permits an issuer to integrate Form
10-K and 10-Q disclosures into its annual and
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quarterly reports to shareholders, and use the
integrated report for both shareholder and SEC
purposes.
In Release 34-17399 (12/23/80), the SEC
proposes to delete Guide 4 and add to the 1934
Act General Rules and Regulations Section 240,
Rule 0-10, "Integrated Reports to
Shareholders." This rule, which generally
conforms to Guide 4, says:
"(a) Annual and quarterly reports to
security holders may be combined with the
required information of Form 10-K and Part I
of Form 10-Q and be suitable for filing with
the Commission when the following conditions
are satisfied:
(1) The report contains full and complete
answers to all items required by Form
10-K or Part I of Form 10-Q. When
responses to a certain item of required
disclosure are separated within the
report, an appropriate cross-reference
should be made. If the information
required by Part III of Form 10-K is
omitted by virtue of General Instruction
G, a definitive proxy or information
statement shall be filed.
(2) Any additional information or
exhibits contained in the report shall
meet the requirements of Rules 12b-20
of the Securities Exchange Act of 1934.
(3) For purposes of Form 10-K, its
cover page and the required signatures
shall be included. For purposes of
Form 10-Q, its cover page, appropriate
responses to Part II, and the required
signatures shall be included.
Additionally, as appropriate, a
cross-reference sheet should be filed
indicating the location of information
required by the items of the form.
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(4) The report should contain a
disclaimer of any action on the part of
this Commission to approve or
disapprove the report or to pass upon
its accuracy or adequacy.
(b) An annual report to security holders
prepared on an integrated basis may also
be submitted in satisfaction of Rule
14a-3 under the Securities Exchange Act
of 1934. When filed as the annual report
on Form 10-K, responses to the Items of
that form are subject to Section 18 of
the Act.
(c) A quarterly report to security
holders filed in satisfaction of the
requirements of Part I of Form 10-Q is
not deemed to be "filed" for the purpose
of Section 18 of the Act but is subject
to all other provisions of the Act (Rules
13a-13(d), 15d-13(d)."
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APPENDIX A
MAJOR NUMBERED FINANCIAL STATEMENT
CAPTIONS OF REGULATION S-X, ARTICLE 5
RULE 5-02.

BALANCE SHEETS

Current Assets, when appropriate
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.

Cash and cash items
Marketable securities
Accounts and notes receivable
Allowances for doubtful accounts and
notes receivable
Unearned income
Inventories (Form 10-Q requires data as
to raw materials, work in process and
finished goods)
Prepaid expenses
Other current assets
Total current assets, when appropriate
Securities of related parties
Indebtedness of related parties - not
current
Other investments
Property, plant and equipment
Accumulated depreciation, depletion and
amortization of property, plant and
equipment
Intangible assets
Accumulated depreciation and
amortization of intangible assets
Other assets
Total assets and, when appropriate,
other debits

Current Liabilities, when appropriate
19.
20.
21.

Accounts and notes payable
Other current liabilities
Total current liabilities, when
appropriate
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APPENDIX A
RULE 5-02.

BALANCE SHEETS (Continued)

Long-Term Debt
22.
23.
24.
25.
26.

Bonds, mortgages and similar debt
Indebtedness to related parties - not
current
Other liabilities
Commitments and contingent liabilities
Deferred credits

Minority Interests
27.

Minority interests in consolidated
subsidiaries

Redeemable Preferred Stocks
28.

Preferred stocks subject to mandatory
redemption requirements or whose
redemption is outside the control of
the issuer

Nonredeemable Preferred Stocks
29.

Preferred stocks which are not
redeemable or are redeemable solely at
the option of the issuer

Common Stocks
30.

Common stocks

Other Stockholders' Equity
31.
32.

Other stockholders' equity
Total liabilities and stockholders'
equity
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APPENDIX A
RULE 5-03.
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.

INCOME STATEMENTS

Net sales and gross revenues
Costs and expenses applicable to sales
and revenue
Other operating costs and expenses
Selling, general and administrative
expenses
Provision for doubtful accounts and
notes
Other general expenses
Nonoperating income
Interest and amortization of debt
discount and expense
Nonoperating expenses
Income or loss before income tax
expense and appropriate items below
Income tax expense
Minority interest in income of
consolidated subsidiaries
Equity in earnings of unconsolidated
subsidiaries and 50% or less owned
persons
Income or loss from continuing
operations
Discontinued operations
Income or loss before extraordinary
items and cumulative effects of changes
in accounting principles
Extraordinary items, less applicable tax
Cumulative effect of changes in
accounting principles
Net income or loss
Earnings per share data
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AN EXAMPLE FORM 10-Q
NO INCORPORATION BY REFERENCE
The following is an example of a Form
10-Q for a commercial and industrial company in
which the interim report sent to shareholders,
here for the six months ended June 30, 1981, has
not been incorporated by reference. The purpose
of the interim financial statements, footnotes,
management's discussion, etc. is to illustrate
compliance with certain of the requirements of
Form 10-Q, Regulation S-X and Regulation S-K.
To assure a high degree of internal
consistency, the financial data presented in
this sample form have been substantially
excerpted from the published report of a public
company, modified or augmented where appropriate
to illustrate some of the new filing
requirements. Narrative information does not
relate to that public company nor attempt to
reflect the operating results of that company
except to the extent that it may be generally
consistent with the financial data. This
information is for illustrative purposes only.
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SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549
FORM 10-Q
QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For Quarter Ended June 30, 1981

Commission File Number 1-1699

HURON INDUSTRIES
(Exact name of registrant as specified In its charter)
North Dakota
(State or other jurisdiction
incorporation or organization)

13-9657851
(I.R.S. Employer
Identification No.)

of

1500 Miller Highway,
Bismarck, North Dakota
(Address of principal executive offices)

57501
(Zip Code)

Registrant's telephone number, including
area code

(605) 542-1000

Not Applicable
Former name, former address and former fiscal year,
if changed since last report
Indicate by check mark whether the registrant (1) has filed all
reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months, and (2) has been
subject to such filing requirements for the past 90 days.
Yes

X

No

26,275,000 Common Shares were outstanding as of July 31, 1981.
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HURON

I N D U S T R I E S

AND SUBSIDIARIES
I N D E X

Page
number
PART I.

FINANCIAL INFORMATION:

Item 1. Financial Statements
Condensed Consolidated Balance Sheet
June 30, 1981 (Unaudited) and December
31, 1980
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Consolidated Statement of Income
Three months and six months ended June 30,
1981 and 1980 (Unaudited)

II-5

Condensed Consolidated Statement of Changes
in Financial Position
Six months ended June 30, 1981 and 1980
(Unaudited)

II-6

Notes to Condensed Consolidated Financial
Statements (Unaudited)

II-7 - II-8

Review by Independent Accountants

II-9

Report of Independent Accountants

II-10

Item 2. Management's Discussion and Analysis of
Financial Condition and Results of Operations

II-11

PART II. OTHER INFORMATION;
Item 1. Legal Proceedings

II-12

Item 6. Exhibits and Reports on Form 8-K

II-3

II-12

- II-13

H U R O N

I N D U S T R I E S

AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEET
(in thousands)
June 30,
December 31,
1981
1980
(Unaudited)
Note

ASSETS

4

Cash and short-term securities

29,993

Accounts receivable

558,451

516,595

Inventories (Note 2)

773,350

782,753

Other current assets

49,542

43,410

1,404,461

1,372,751

786,358

780,099

55,359

55,239

150,814

147,347

$2,396,992

$2,355,436

TOTAL CURRENT ASSETS
Property, plant and equipment - net
Excess of cost over net assets of
business acquired, less amortization
Other assets

LIABILITIES AND SHAREHOLDERS' EQUITY
4

Short-term debt

109,132

Other liabilities and accrued items

543,338

552,814

TOTAL CURRENT LIABILITIES

652,470

659,899

Long-term debt

577,465

607,843

Other long-term liabilities and
deferred income taxes

171,92 3

151,302

Shareholders' equity (Note 5):
Preferred stock
Common stock
Additional paid-in capital
Retained earnings

1,673
13,124
106,725
873,612

1,673
13,058
103,381
818,280

995,134

936,392

$2,396,992

42,355,436

Note: The balance sheet at December 31, 1980 has been taken from the
audited financial statements at that date, and condensed.
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H U R O N

I N D U S T R I E S

AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF INCOME
(Unaudited)

(in thousands, except per share data)
Three months
Six months
ended
ended
June 30,
June 30,
1981
1980
1981
1980
Net sales
Interest income

$

824,093

$

872,899

$1,669,001

$1,737,287

1,219

1,878

2,896

4,660

8,142

6,697

19,482

11,623

833,454

881,474

1,706,223

1,753,570

606,903

639,452

1,236,390

1,279,226

121,477

109,808

244,542

215,744

18,865
23,432
11,133

17,349
22,357
1,790

37,182
47,522
2,001

781,810

790,756

1,567,637

1,572,694

51,644

90,718

138,586

180,876

22,285

44,546

60,174

89,895

Excess of insurance proceeds
over book value (Note 4)
Other income - net

Costs and expenses:
Cost of products sold
Selling and administrative
expenses
Research and development
expenses
Interest expense
Exchange loss (gain) - net

Income before income
taxes
Income taxes

14,844

NET INCOME
Per common share:
Net income:
Primary
Fully diluted
Dividends

33,535
44,908
(719)

$ 46,172
$ $ 29,359
90.981

$1.11

$1.78
1.68
.375

1.06
.43
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$2 .97
2.84
.86

$3 .50
3.29
.75

HURON

I N D U S T R I E S

AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF CHANGES
IN FINANCIAL POSITION
(Unaudited)
(in thousands)
Six months ended
June 30,

SOURCE OF WORKING CAPITAL:
Provided from operations
Long-term borrowings
Other - net

USE OF WORKING CAPITAL:
Prepayments and current maturities of
long-term debt and other long-term
liabilities
Expenditures for property, plant and
equipment - net
Cash dividends
Purchase of shares for treasury

INCREASE (DECREASE) IN

WORKING CAPITAL
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1981

1980

$137,330
90,237
12,640

$144,689
9,046
(12,698)

240,207

141,037

122,123

97,908

55,865
23,080

37,990
20,108
10,751

201,068

166,757

$ 39,139

$(25,720)

H U R O N

I N D U S T R I E S

AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
The condensed consolidated balance sheet as of June 30,
1981, the consolidated statement of income for the three- and
six-month periods ended June 30, 1981 and 1980, and the condensed
consolidated statement of changes in financial position for the
six-month periods then ended have been prepared by the company,
without audit. In the opinion of management, all adjustments (which
include only normal recurring adjustments) necessary to present
fairly the financial position, results of operations and changes in
financial position at June 30, 1981 and for all periods presented
have been made.
The financial results of LunarLink, Inc., acquired after
June 30, 1981 (Note 6), have not been reflected in these condensed
consolidated financial statements.
Certain information and footnote disclosures normally
included in financial statements prepared in accordance with
generally accepted accounting principles have been condensed or
omitted. It is suggested that these condensed consolidated
financial statements be read in conjunction with the financial
statements and notes thereto included in the company's December 31,
1980 annual report to shareholders. The results of operations for
the periods ended June 30, 1981 are not necessarily indicative of
the operating results for the full year.
2. INVENTORIES
Inventories consist of the following:
June 30,
December 31,
1981
1980
(in millions)
Finished goods
Work in process
Raw materials and supplies
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$361.9
239.8
171 .7

$226 .6
395.2
160.9

$773.4

$782.7

3. ACQUISITION OF ALEATORY SYSTEMS, INCORPORATED
A wholly-owned subsidiary of the company acquired the net
assets of Aleatory Systems, Incorporated (Aleatory) - an electronics
company, on May 29, 1981. The purchase price was $10 million cash
plus additional payments based on net income of Aleatory over a
five-year period. The amount of the additional payments cannot be
determined at this time. The acquisition was accounted for by the
purchase method, and the amount (approximately $3 million) by which
the purchase price exceeded the net tangible assets was assigned to
patents and will be amortized over the remaining life of the major
patents, which is approximately fifteen years. Any additional
payments based on net income will be assigned to goodwill and
amortized over forty years. The consolidated statement of income
includes the operations of Aleatory from June 1, 1980. The
following pro forma unaudited information (adjusted for interest,
patent amortization, etc.) has been prepared as if the companies had
been combined as of January 1, 1980.
(in thousands
except per share data)
Six months ended
June 30,
1981
1980
Revenue
Net income
Per share:
Primary
Fully diluted

$1,727,028

$1,780,208

79,619

91,962

$3.03
2.87

$3.56
3.32

4. EXCESS OF INSURANCE PROCEEDS
The excess of insurance proceeds over book value, less
estimated start-up costs ($.39 per common share), represents the
recovery of a portion of the losses resulting from a fire in 1980 at
the company's transmission plant.
5. SHAREHOLDERS' EQUITY
During the six months ended June 30, 1981, shareholders'
equity changed for the following items: proceeds of $3,410 on
exercise of 132,000 shares of common stock, net income of $78,412
and dividends paid of $23,080.
6. ACQUISITION OF LUNARLINK, INC.
On July 17, 1981 LunarLink, Inc., of Roanoke, Virginia,
became a wholly-owned subsidiary of the Company. The Company issued
1,700,000 common shares in the transaction, which will be accounted
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for as a pooling of interests. LunarLink, a manufacturer of
specialized electronic products, had sales for the first six months
of 1981 of $34.2 million, an increase of thirty-two percent from the
$25.9 million for the comparable six-month period of 1980.
REVIEW BY INDEPENDENT ACCOUNTANTS
The condensed consolidated financial statements at June 30,
1981 and for the six- and three-month periods then ended has been
reviewed, prior to filing, by the Registrant's independent
accountants, Touche Ross & Co., whose report covering their review
of the financial statements is presented below.
REPORT OF INDEPENDENT ACCOUNTANTS

Huron Industries
Bismarck, North Dakota
We have made a review of the condensed consolidated balance
sheet of Huron Industries as of June 30, 1981, the consolidated
statement of income for the six- and three-month periods then ended,
and the condensed consolidated statement of changes in financial
position for the six-month period then ended, in accordance with
standards established by the American Institute of Certified Public
Accountants.
A review of interim financial information consists
principally of obtaining an understanding of the system for the
preparation of interim financial information, applying analytical
review procedures to financial data, and making inquiries of persons
responsible for financial and accounting matters. It is
substantially less in scope than an examination in accordance with
generally accepted auditing standards, the objective of which is the
expression of an opinion regarding the financial statements taken as
a whole. Accordingly, we do not express such an opinion.
Based on our review, we are not aware of any material
modifications that should be made to the accompanying condensed
financial statements for them to be in conformity with generally
accepted accounting principles.
Touche Ross & Co.

Bismarck, North Dakota
August 10, 1981
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Results of Operations
Sales
Net sales for the second quarter and first half of 1981
decreased six percent and four percent, respectively, over
comparable periods in 1980. The decline in net sales reflects the
significant impact the current recession is having on many of the
company's primary markets. The recent decline in the North American
audio markets has been offset somewhat by Huron's international
audio business which is still performing well. Also, the company's
marine products segment has held up reasonably well to date, with
some units experiencing strong quarter activity.
Operating Costs and Expenses
Cost of products sold, selling and administrative expenses,
and research and development expenses were approximately ninety-one
percent of net sales for the second quarter and the first half of
1981. Operating costs and expenses amounted to approximately
eighty-eight percent of net sales for the second quarter and first
half of 1980. The decline in operating margins for periods in 1981
compared to similar periods in 1980 is due primarily to a decline in
net sales not accompanied by a corresponding decrease in operating
costs and expenses, certain of which are fixed in nature and,
therefore, do not lend themselves to a timely reduction. However, a
number of steps have been taken in 1981 to reduce operating costs
and expenses in order to prevent further decreases in operating
margins.

Interest Income
The decrease in interest income is a result of decreased
short-term investments during 1981 compared to 1980.
Interest Expense
The increase in interest expense for the second quarter and
first half of 1981 over the comparable periods in 1980 is the result
of higher average debt outstanding required for working capital
needs coupled with the increase in the prime interest rates at U.S.
banks.
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Other Income - Net
Other income - net for the second quarter and first half of
1981 increased over the comparable amounts for 1980 due primarily to
a gain of $4.1 million on the purchase of Huron debentures
recognized in the first quarter of 1981, and an increase in 1981 in
the earnings of unconsolidated financed subsidiaries.
The weakness of the U.S. dollar against key European
currencies, especially the Pound Sterling, resulted in the
recognition of an unusually large exchange loss in the second
quarter of 1981 as compared to a smaller exchange loss in the second
quarter of 1980.
Income Taxes
The effective tax rate for the second quarter (43.2%) and
first half of 1981 (43.4%) declined from the effective tax rate for
the second quarter (49.1%) and for the first half of 1980 (49.7%).
This decline is due primarily to the recognition of $9.5 million and
$21.5 million in the second quarter and first half of 1980,
respectively, of charges related to separation allowances and loss
provisions for several plant closings and divestitures, most of
which were not deductible for tax purposes.
Liquidity and Capital Resources
At June 30, 1981, Huron had working capital of $752.0
million vs. $712.8 million at December 31, 1980 - an increase of
$39.1 million. The ratio of current assets to current liabilities
at June 30, 1981 was 2.2 to 1 and at December 31, 1980 was 2.1 to
1. This ratio, and its implications, must be viewed in the context
of the company's ready access to cash through its revolving credit
and term loan agreement.
During the six months ended June 30, 1981, the amount
outstanding under the company's revolving credit and term loan
agreement increased from $201 million to $276 million.
Additionally, $39.7 million of commercial paper was issued during
the six months, which is supported by the revolving credit and term
loan agreement. These additional funds were used to finance working
capital needs. Given the uncertainties of the economic outlook,
further steps are now being taken to increase the commitment under
the agreement.
Credit lines (discussed in greater detail in the 1980
annual report) are maintained which substantially exceed the
company's projected 1981 capital requirements.
Capital expenditures were $55.8 million during the six
months ended June 30, 1981, and were financed principally by
depreciation cash flows. Modernization and increased manufacturing
capacity of the Marine Power industry segment accounted for a
substantial portion of the expenditures.
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PART II.

OTHER INFORMATION

Item 1. Legal Proceedings
(a) Reference is made to Huron's 8-K for the months of
November 1976 and April 1977 and the two related
actions for treble damages in the U.S. District Court
for the Southern District of North Dakota entitled
Placer Power, Inc. v. Huron Industries, et al. and
Hydrostatic Corp. v. Huron Industries, et al.
described therein.
On May 2, 1981 jury verdicts were rendered in these
cases. In Placer, the jury awarded damages of $1.5
million against Huron. In Hydrostatic, the jury
verdict was in favor of Huron.
If the adverse verdict in Placer is permitted to
stand, the damages awarded by the jury would be
trebled under the antitrust laws. However, Huron
remains convinced that its conduct was entirely lawful
and will seek to overturn the adverse verdict.
(b) Reference is made to Huron's 8-K for the month of
November 1979. The government's motion for a stay of
its civil suit entitled United States of America v.
Huron Industries, et al. has resulted in an order by
the court dismissing the suit without prejudice to its
renewal at a later date. The grand jury investigation
is continuing, as are a number of private antitrust
actions against Registrant and others, purportedly as
class actions on behalf of purchasers of aerospace
products. Most of the private actions have been
consolidated in the United States District Court for
the District of North Dakota as Aerospace Fastener
Antitrust Litigation GVD 717.
(c) Three environmental proceedings instituted during the
quarter were: (1) two disputes over alleged plant
discharges in municipal sewage facilities, one
resolved with Huron's agreement to make capital
expenditures and other payments in the $110-$120,000
range, as well as to begin preliminary engineering for
a pretreatment facility; the other involving a $12,000
claim against Huron's subsidiary, Linton Ltd.; (2) a
citation from the Environmental Protection Agency
seeking copy of a pollution emergency plan required by
the State of California for Registrant's Newport Beach
plant, cured by providing a copy of the plan, which
was pending approval by the State at the time of the
citation, and was thereafter approved.
Item 6. Exhibits and Reports on Form 8-K
(a) Exhibit No. 11:
Share

Computations of Net Income Per Common

(b) There were no reports on Form 8-K filed for the three
months ended June 30, 1981.
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EXHIBIT NO. 11
HURON

I N D U S T R I E S

AND SUBSIDIARIES
COMPUTATIONS OF NET INCOME PER COMMON SHARE
(Dollars in thousands, except for per share data)
Six months
ended
June 30,
1980
1981

Three months
ended
June 30,
1980
1981
Primary:
Average shares outstanding

26,274,216

25,812,321

26,217,535

25,825,865

Net income

$

$

$

$

Less preferred dividends
paid
Net income applicable to
Common Shares

29,359

333

268
$

29.091

$

$1.11

Per share amount

46,172

45.839

78,412

680

539
$

$1.78

77.873

90,981

$

$2.97

90,301
$3.50

Fully diluted:
Average shares outstanding
disregarding exercise of
options, conversion of
debentures and preferred
shares during each period
Dilutive
on the
method
period
higher
market

26,116,698

25,579,603

26,116,528

25,668,369

219,305

355,938

219,305

355,938

stock options based
treasury stock
using the end of
market price, if
than average
price

Assumed conversion of
preferred shares at
beginning of each year:
4-3/4% Cumulative
Convertible Preferred
$2.30 Serial Preferred,
Series A

87,026

120,178

87,026

120,178

667,755

907,398

667,755

907,398

Assumed conversion of 5%
Convertible Subordinated
Guaranteed Debentures,
at date of issue (weighted
average)

681,818

681,818

681,818

681,818

Net income
Add interest on 5%
Convertible Subordinated
Guaranteed Debentures,
net of taxes
Net income for fully
diluted computation
Per share amount

2 7,77 2,602

27,644,935

27,772,432

27,733,701

$

$

$

$

29,359

175
29,534

46,172

351

176
$

$1.06
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46,348
$1.68

78,412

$

78,763
$2.84

90,981

351
$

91,332
$3.29

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act
of 1934, the Registrant has duly caused this report to be signed on
its behalf by the undersigned thereunto duly authorized.

Huron Industries
( Registrant)

Date

August 11, 1981

By /s/
Larry Feingold
Executive Vice President Finance and Treasurer

Date

August 11, 1981

By /s/
Allan Starr
Vice President and Controller
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TOUCHE ROSS & CO.
FORM 10-Q - QUARTERLY REPORT CHECKLIST
Quarter Ending
Client
INDEX
A.
B.
C.
D.
E.
F.
G.

Page No.

Financial statements and periods required
Required statements
Form and content of interim financial statements
Management's discussion and analysis
Review by independent public accountant
Other information required in Part II of Form 10-Q
Tests for condensation

1

2
3
5
6
6
7

INSTRUCTIONS
This checklist is designed to provide information concerning the requirements of Form 10-Q It is to be completed
for all engagements on which we have been requested to review interim financial information and are associated
with the Form. All steps must be initialed and the checklist filed with the working papers
The checklist is not to be considered "all-inclusive" and it must be used in conjunction with the SEC Checklist
(CP-8) Accountants SEC Practice Manual. Regulations S-X and S-K, Staff Accounting Bulletins and Form 10-Q
The consultation procedures outlined in the Accounting & Auditing Practice Manual and Technical Letters should
be followed for any questions regarding the checklist or questions which require additional explanation
This checklist has been updated to include ASR 286 (33-6288. 34-17524) and considers all SABs through No. 41.

1.

Filing. Three complete copies of Form 10-Q (including financial statements, exhibits or other documents
filed) and five additional copies (which need not include exhibits) must be filed with the SEC One complete
copy must be filed with each exchange on which any class of securities is registered. At least one complete
copy filed with the SEC and one copy filed with each exchange must be manually signed. Copies not
manually signed must bear typed or printed signatures.

2.

Due Date. Must be filed within 45 days after the end of each of the first three quarters of the year. No report is
required for the fourth quarter

3.

Basis of Preparation. The financial statements are to be prepared in accordance with Reg S-X, the
accounting principles contained in APB 28 (Interim Financial Reporting), FASB 3 (Reporting Accounting
Changes in Interim Financial Statements), and FASB Interpretation 18 (Accounting for Income Taxes in
Interim Periods)

4.

Incorporation by Reference. If the company sends its stockholders (or otherwise publishes) within the
45-day period for filing the form, a document containing information meeting some or all of the requirements
of Part I (e.g., an informal quarterly report to shareholders), the information called for by Part I may be
incorporated by reference from the published document, in answer (or partial answer) to any item(s) of Part I
Copies of the document must be filed as an exhibit. Other information may be incorporated by reference in
answer (or partial answer) to any item(s) of Part II under Rule 12b-23.

A. FINANCIAL STATEMENTS AND PERIODS REQUIRED
1.

2.

Balance sheet at
a.

End of current quarter.

b.

End of preceding fiscal year

c

End of corresponding quarter of preceding year - only if necessary to
understand the impact of seasonal fluctuations on financial condition.

Income statement for:
a.

Current quarter

b.

Year-to-date for the current year.

c.

Corresponding periods of the preceding year.

TR CP-8 (Form 10-Q)
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3.

Statement of changes in financial position for
a.

Year-to-date for the current year.

b.

Corresponding period of the preceding year.

In addition to the periods mentioned above, a company may provide income
statement and changes in financial position for the twelve months ending at the
interim reporting date, for both the current and preceding year. This presentation
may be particularly useful for seasonal businesses. Registrants engaged in
seasonal production and sale of a single-crop agricultural commodity may
provide comparative twelve-month statements ending with the current quarter,
in lieu of the year-to-date statements mentioned above.

B. REQUIRED STATEMENTS

1.

Consolidated statements (separate parent-only statements are not required).

2.

Summarized income statements of (a) majority-owned unconsolidated
subsidiaries, and (b) 50% or less owned persons.
These summarized income statements are required to be included in Form
10-Q if separate or group statements for such companies are required to
be included in Form 10-K, unless those companies would not have to file a
10-Q due to the exceptions in 1934 Act Rules 13a-13 or 15d-13.
Thus, statements which in the aggregate did not meet the "significant
subsidiary" tests may be omitted (Test 3 in Section 10 of SEC Checklist).
Where summarized income statement information is required, it may be
given in a footnote to the condensed statements.

3.

Separate statements of consolidated "financial-type" subsidiaries (S-X
Rule 3A.02(e)) are not required - see SAB, Topic 6-B(5).

4.

Omission of information by certain wholly-owned subsidiaries.
If, on the date of filing Form 10-Q, the registrant meets the conditions
specified in A. below, then it may omit the information specified in B. below.
A. Conditions for availability of relief: (a) all of the registrant's equity securities are owned (directly or indirectly) by a single person which is a reporting
company and which has filed all the material required to be filed by
Sections 13, 14, or 15(d) of the Act; (b) during the preceding 36 months,
there has not been any material default in any debt, or any other material
default not cured within 30 days, and there has not been any material
default in the payment of rentals under material long-term leases; and (c)
the cover page of the Form 10-Q states that the registrant meets the
conditions and is therefore filing with the reduced disclosure format.
B. If the conditions in A. above are met, the following may be omitted:
a.

Item 2 of Part I (Management's Discussion and Analysis of Financial
Condition and Results of Operations) provided that the 10-Q includes
management's narrative analysis of the results of operations explaining the reasons for material changes in the amount of revenue and
expense items between the most recent year-to-date period presented. and the corresponding year-to-date period in the preceding
year.

b.

Part II Items: Item 2 (Changes in Securities); Item 3 (Defaults Upon
Senior Securities); and Item 4 (Submission of Matters to a Vote of
Security Holders).

TR CP-8 (Form 10-Q)
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C. FORM AND CONTENT OF INTERIM FINANCIAL STATEMENTS
The statements must follow the general form of presentation set forth in Reg. S-X
(refer to SEC Checklist), except as noted below:
1.

2.

Balance sheet:
a.

Include only major (numbered) captions as specified in S-X Rule 5-02,
except for inventories. Disclose, on face of balance sheet or footnote,
raw materials, work in process and finished goods, if applicable.
Registrants may not take inventories during interim periods and management, therefore, will have to estimate the inventory components.
The SEC staff believes that management will be able to make reasonable estimates of inventory components based upon their knowledge
of the registrant's production cycle, the costs (labor and overhead)
associated with this cycle, as well as the relative sales and purchasing
volume of the registrant - see SAB, Topic 6-G(2)(a)(4).

b.

Major captions may be combined if Test 1 in Part G is met.

c.

Amounts included in the end-of-year balance sheet should be reclassified to the current-year balance sheet presentation. SAB, Topic
6-G(2)(a)(2).

Income statement:
a.

Include major (numbered) captions as specified in S-X Rule 5-03.

b.

Major captions may be combined if Test 2 in Part G is met.

c.

If appropriate, indicate earnings per share and dividends per share
applicable to common stock, and the basis and number of shares
used in the computation of EPS.
If not clearly set forth, a computation of EPS must be filed as an exhibit.

d.

3.

Amounts included in income statement captions should be reclassified to conform to the current presentation. SAB. Topic
6-G(2)(a)(2).

Statement of changes in financial position:
a.

May be abbreviated by starting with a single figure for funds provided
by operations.

b.

Other sources and applications may be combined if Test 3 in part G is
met.

c.

Changes in elements of working capital are not required to be presented - see SAB, Topic 6-G(2)(a)(6). Amounts included in the statement of changes captions for the prior year to date should be reclassified to conform to the current year presentation. SAB, Topic
6-G(2)(a)(2).

4.

When captions are combined, the caption should indicate what it includes.

5.

Notwithstanding the condensation requirements, S-X Rule 4-02 still applies
and immaterial amounts need not be shown separately Thus, a caption
which is very small in relation to total assets or net income, but has
fluctuated by more than the prescribed percentage tests, may be combined with another caption.

6.

Disclosures
The interim financial information must include disclosures (either on the
face of the statements or in the accompanying footnotes) sufficient so as to
make the interim information not misleading. Registrants may presume that
users of the interim financial information have read or have access to the
audited financial statements for the preceding year, and the adequacy of
additional disclosure needed for a fair presentation may be determined in
that context. Thus, footnote disclosure may be omitted which would substantially duplicate the disclosure contained in the most recent annual
report to security holders or latest audited financial statements and S-X
Rule 4-08 (general notes to financial statements) disclosures.

TR CP-8 (Form 10-Q)
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a.

Events subsequent to the end of the most recent year which have a
material impact on the registrant must be disclosed. For example,
significant changes in: accounting principles and practices; estimates
inherent in the preparation of the statements; status of long-term contracts; capitalization - including significant new borrowings or modification of existing financing arrangements; and the reporting entity
resulting from business combinations or dispositions.

b.

Where material contingencies exist, disclosure must be provided
even though a significant change since year-end may not have occurred (see para. 22 of APB 28).

c.

All schedules required by Regulation S-X may be omitted. In general,
ASR 148 disclosures are not required (SAB Topic 6-H(4)(b).

d.

Pooling of interests. If, in the current period, a pooling of interests
occurred, the interim financial statements for both the current and
preceding year must reflect the combined results. Supplemental disclosure of the separate results of the combined entities for periods
prior to the combination must be given with appropriate explanations
(see APB 16, para. 64(d)).

e.

Purchase of a business. If, in the current year, a material purchase of
a business occurred, disclosure must be made of:
1. Pro forma results of operations disclosing at a minimum:
- Revenue;
- Income before extraordinary items and cumulative effect of
accounting changes, and such income on a per share basis;
and
- Net income and net income per share.
2.

This disclosure should be furnished for the current year up to the
end of the current quarter, and for the comparable period of the
preceding year, as though the companies had combined at the
beginning of each of the periods.

f.

Discontinued operations. If during any of the periods covered by the
10-Q, a significant segment of the business was disposed of, disclosure must be made of the effect on revenues and net income - total and
per share-for all periods presented. See APB 30, para. 8 and 13; SAB,
Topic 6-G(2)(b).

g.

A representation by management must be included, stating that all
adjustments which, in management's opinion, are necessary for a fair
presentation are reflected in the interim financial statements.

h.

Prior period adjustments. FASB 16 limits prior period adjustments to
the (a) correction of an error, or (b) the realization of tax benefits from
the preacquisition net operating loss carryforward of a purchased
subsidiary.
- Other retroactive restatements. Circumstances and disclosures required by APB 16, para. 52; APB 20, para 27, 29 and 34.
- Adjustment of prior interim periods - see FASB 16, para. 13,14 and
15.

i

Changes in method of accounting. In addition to the disclosure
requirements of APB 28, FASB 3, and FASB 18, the following must be
included:
- The date of any material accounting change,
- The reasons for making the change, and

TR CP-8 (Form 10-Q)
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- As an exhibit, in the first 10-Q filed after the date of an accounting
change, a letter from the independent accountants stating whether
or not the change is to an alternative principle which is preferable
under the circumstances. If the change occurs in the fourth quarter,
the preferability letter may be included in Form 10-K, or with the first
quarter's Form 10-Q. See SAB, Topic 6-G(2)(c).
If the former method of accounting was no longer generally accepted
and the change was made to conform to a standard adopted by the
FASB, no letter is required. If the registrant changes from one generally
accepted method to another, a letter is required.

D. MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS
MDA of financial condition and results of operations must be included in the
10-Q to enable the reader to assess material changes in financial condition and
results of operations between the periods specified in (1) and (2) below MDA
must include a discussion of material changes in liquidity, capital resources and
results of operations (see Section 9 of SEC Checklist), except that the impact of
inflation and changing prices on operations for interim periods need not be
addressed.
(1)

Material changes in financial condition. Discuss material changes
from the end of the preceding year to the date of the current interim
balance sheet If the interim statements include an interim balance
sheet as of the end of the corresponding quarter of the preceding
year, material changes in financial condition from that date to the date
of the current interim balance sheet must also be discussed. If discussions of changes from both the end and the corresponding interim
date of the preceding year are required, the discussions may be
combined

(2)

Material changes in results of operations. Discuss material
changes in the most recent year-to-date period and the corresponding year-to-date period of the preceding year. Also, discuss material
changes in the most recent quarter and the corresponding quarter in
the preceding year. Also, if the registrant has elected to provide an
income statement for the twelve-month period ending at the interim
reporting date. MDA must cover material changes in that twelvemonth period and the corresponding twelve-month period of the
preceding year.

Instructions to MDA
1.

In writing the discussion, the registrant may presume that users of the
interim information have read or have access to MDA required for the
preceding year.

2.

Where the interim statements reveal material changes from period to
period in one or more significant line items, the causes for the changes
should be described if they have not already been disclosed. However, if
the causes for the change in one line item also relate to other line items, no
repetition is required. Do not discuss the amounts of changes from period
to period which are readily computable from the statements. Do not repeat
numerical data contained in the financial statements. MDA need only
include information which is available without undue effort or expense and
which does not clearly appear in the statements.

3.

Discussion of material changes in results of operations should identify
significant elements of income or loss from continuing operations which do
not arise from, or are not necessarily representative of, the ongoing business.

4.

Discuss seasonal aspects of the business which have had a material effect
on financial condition or results of operations.

5.

Registrants are encouraged, but are not required, to discuss forwardlooking information.
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E. REVIEW BY INDEPENDENT PUBLIC ACCOUNTANT
1.

The financial information included in Form 10-Q need not be audited or
reviewed by an accountant. If, however, a review is made in accordance
with SAS 24, the client may state that such a review was made. If such a
statement is made, the accountant's SAS 24 report must accompany the
interim financial information

F. OTHER INFORMATION REQUIRED IN PART II OF THE FORM 10-Q
The 10-Q must contain all of the following item numbers and captions. The text of
the items may be omitted provided the responses clearly indicate the coverage
of the item. Any item which is inapplicable, or where the answer is negative, may
be omitted. If substantially the same information has been previously reported, it
need not be reported on Form 10-Q again. Information need not be presented in
Part II where it is already disclosed in the financial information in Part I and is
incorporated by reference into Part II by means of a statement to that effect in
Part II.
Item 1. Legal Proceedings. Must include the information required by Item
5 of Reg. S-K. For proceedings which have been terminated during the
period covered by the report, provide similar information, including the
date of termination and a description of the disposition. A legal proceeding
need only be reported in the 10-Q filed for the quarter in which it first
became a reportable event, and in subsequent quarters in which there
have been material developments. Subsequent 10-Qs in the same fiscal
year in which a legal proceeding or a material development is reported
should refer to any previous reports in that year.
Item 2. Changes in Securities. If the rights of the holders of any class of
registered securities have been materially modified, give the title of the
class of securities involved and state briefly the general effect of the
modification. If rights have been materially limited or qualified by the
issuance or modification of any other class of securities, briefly state the
general effect of the issuance or modification of such other class of securities. Note, working captial restrictions and other limitations on the payment
of dividends must be reported here.
Item 3. Defaults upon Senior Securities. If there has been any material
default in (1) payment of principal, interest, a sinking or purchase fund
installment, or (2) any other material default not cured within 30 days,
regarding any indebtedness exceeding 5% of the total assets of the registrant and its consolidated subsidiaries, identify the indebtedness, state the
nature and amount of the default, and the total arrearage on the date of
filing the 10-Q.
If any material arrearages in the payment of dividends have occurred, or if
there has been any other material delinquency not cured within 30 days,
regarding any class of registered preferred stock, give the title of the class
and state the nature of the arrearage or delinquency; state the amount and
the total arrearage in the payment of dividends on the date of filing the
10-Q.
Item 4. Submission of Matters to a Vote of Security Holders. If any
matter has been submitted to a vote of security holders, furnish; (a) the date
of the meeting and whether it was an annual or special meeting, (b) if the
meeting involved the election of directors, the name of each director
elected and the name of each other director whose term of office continued
after the meeting, (c) a brief description of each other matter voted on and
the number of yes and no votes cast, and (d) a description of the terms of
any settlement terminating any solicitation, including the cost to the registrant.
Item 5. Other Information. The registrant may, at its option, report under
this item any information, not previously reported on Form 8-K, which is not
otherwise called for by the 10-Q. If disclosure is made under this item, it
need not be repeated on Form 8-K, or in a subsequent 10-Q.
Item 6. Exhibits and Reports on Form 8-K. Exhibits must be furnished in
accordance with Item 7 of Reg. S-K. Reports on Form 8-K. State whether
any Form 8-Ks have been filed during the quarter for which this report is
filed, listing the items reported, financial statements filed and the dates of
any such reports.
TR CP-8 Form 10-Q)
3/81

III-6

2Q 3Q

REASON
OMITTED

G. TESTS FOR CONDENSATION

While condensation of financial statements is allowed, it is not required.
A registrant that previously combined captions in a Form 10-Q, but is required to present such captions separately
in the Form 10-Q for the current quarter, must retroactively reclassify amounts presented in the prior periods for
comparative purposes to conform with the captions presented for the current quarter - see SAB, Topic

6-G(2)(a)(2).
1.

Balance Sheet
Total Assets

(A)

10% of (A)

(B)

Amount for this major balance sheet caption from preceding year-end
balance sheet

(C)

25% of (C)

(D)

Amount (D) is added to and subtracted from amount at (C), to obtain range
(E)

To

.

If this quarter's balance sheet caption amount is less than (B) and falls
within the range in (E), it may be combined with other captions.
Test is met (Yes or No) 1 -Q

2.

2-Q

3-Q

Income Statement
Loss years are excluded in calculating average net income. If losses were
incurred in all three years, the average loss is used for the test - see SAB,
Topic 6-G(2)(a)(3).
Tests should be made for each item required to be disclosed in the
statement
Net income - 1st prior year

(A)

2nd prior year

(B)

3rd prior year

(C)

Total

(D)

Average - (D) divided by 3

(E).

15% of (E)

(F).

Comparable amount for this major caption from the corresponding interim
period of the preceding year.

(G)

20% of (G)

(H)

Amount (H) is added to and subtracted from amount (G) to obtain range

(I)

To

If income statement caption is less than (F) and falls within the range in (I), it
may be combined with other captions.
Test is met (Yes or No) 1 -Q

TR CP-8 (Form 10-Q)
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2-Q

3-Q

3.

Statement of Changes in Financial Position
Years in which there are funds used in operations are excluded in calculating the average total funds provided from operations. If all three years show
funds used in operations, the average "use" is used for the test - see SAB,
Topic 6-G(2)(a)(5).
Funds provided from operations 1 st prior year

(A)

2nd prior year

(B)

3rd prior year

(C)

Total

(D)

Average-(D) divided by 3

(E)

10% of (E)

(F).

Individual sources and applications of funds exceeding (F) must be detailed.
Test is met (Yes or No) 1 -Q

2-Q

1st Quarter
Prepared by:

Date:

Reviewed by:

Date:

2nd Quarter
Prepared by:

Date:

Reviewed by:

Date:

3rd Quarter
Prepared by:
Reviewed by:

TR CP-8 (Form 10-Q)
3/81

Date:
_

Date:
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SECURITIES AND EXCHANGE
COMMISSION
17 CFR Parts 210, 229, 230, 240, 249,
250 and 260
[Release Nos. 33-6288; 34-1/524; 35-21913;
39-610; IC-11612; AS-286]

New Interim Financial Information
Provisions and Revision of Form 10-Q
for Quarterly Reporting

Securities and Exchange
Commission.
ACTION: Final rates.
SUMMARY: The Commission announces
the adoption of amendments to Form 10Q, the quarterly reporting form under
the Securities Exchange Act of 1934; to
Regulation S-K, the standard
instructions for filing forms under the
Securities Act of 1933 and the Securities
Exchange Act of 1934; to Regulation SX, the regulation which prescribes the
form and content of and requirements
for financial statements; and to related
rales. These amendments make
disclosure requirements for interim
financial information in quarterly
reports and in registration statements
consistent with those recently adopted
for annual reporting as part of the
integrated disclosure program and
establish standard requirements for both
interim financial statements and
management's discussion and analysis
for interim periods. This action is
intended to simplify disclosure
regulations, to reduce reporting burdens
by furthering the Commission's program
to integrate disclosure obligations under
the federal securities laws, to encourage
integration of formal and informal
shareholder communications, and to
enhance the value of quarterly and
interim information disclosed to
investors and shareholders.
EFFECTIVE DATE: For allfilings and
reports pursuant to the Securities Act of
1933 and the Securities Exchange Act of
1934 containing financial information for
interim periods subsequent to the end of
fiscal years ended after December 15,
1980. For filings and reports containing
financial information for interim periods
prior to such time, registrants are
permitted to comply with these
amendments, provided that thefiling or
a previous filing contains financial
information for the most recent fiscal
year prepared in compliance with the
amendments to Regulation S-X and S-K
adopted in Securities Act Release Nos.
6231, 6233, and 6234 (September 2, 1980)
(45 FR 63630, 63660, and 63682).
AGENCY:

FOR FURTHER INFORMATION CONTACT:

Prior to effectiveness of the
amendments, contact Lawrence C. Best,

Federal Register / Vol. 4 , No. 31 / Tuesday, February 17, 1981 / Rules and Regulations
(202) 272-2130, Office of the Chief
Accountant (Accounting Matters);
Catherine Collins McCoy, (202) 2722589, or William E. Morley, (202) 2722573 (Other Matters): Division of
Corporation Finance. Thereafter, contact
only William E. Morley.
SUPPLEMENTARY INFORMATION: T h e

Securities and Exchange Commission
announced today: (1) the revision of
Form 10-Q (17 CFR 249.318a), the
quarterly report form required to be filed
by most publicly owned companies; (2)
the adoption of an amendment to Item
11 of Regulation S-K (17 CFR 229.20)
setting forth the standard requirements
for management's discussion and
analysis of interim financial
information; (3) the adoption of a new
Article 10 in Regulation S-X (17 CFR
Part 210) containing uniform instructions
as to the form and content of interim
financial statements in Form 10-Q; (4)
related amendments to various
provisions of Regulation S-X, to the
projections safe-harbor rules under the
federal securities laws, and to the
exhibits provisions of Item 7 of
Regulation S-K; and (5) a technical
amendment to Rule 3-12 of Regulation
S-X.
The new provisions in Regulation S-K
and Regulation S-X significantly change
as well as standardize the requirements
as to the form and content of financial
information disclosed for interim
periods both in quarterly reports
required under the Securities Exchange
Act of 1934 (the "Exchange Act") (15
U.S.C. 78a et seq.) and registration
statementsfiled under the Securities Act
of 1933 (the "Securities Act") (15 U.S.C.
77a et seq.). These actions, together with
the streamlining and clarifying revisions
to Form 10-Q, are an integral part of the
Commission's program to integrate the
disclosure requirements of the Exchange
Act with those of the Securities Act and
to encourage and facilitate the
integration of corporate reporting on
formal Commissionfilings with informal
corporate communications with
shareholders.
Background
The proposed revisions to Form 10-Q
Regulation S-K, Regulation S-X and
related rules were published for public
comment on September 2,1980,1 as part
of a group of six rulemaking actions
designed to achieve an integrated and
simplified disclosure system. At that
time, the Commission adopted
amendments to Form 10-K (17 CFR
249.310), Rule 14a-3 (17 CFR 240.14a-3)
Regulation S-K, and Regulation S-X
1
Securities Act Release No. 8236 (September 2.
1980) (45 FR 63724).

which laid the foundation for integration
and substantially changed the
requirements for annual reporting to the
Commission and to security holders
under the Exchange Act.2
The remaining two actions taken on
September 2, 1980, concerned the
registration of 3securities under the
Securities Act and demonstrated the
operation of the Commission's
integration initiatives. First, Securities
Act disclosure documents are scaled
down by relying, wherever possible;
through incorporation by reference, on
the role played by continuous reporting
under the Exchange Act in supplying
current information to shareholders and
to the trading markets. Second, the
concepts of uniform disclosure and
interchangeable document parts are
employed so that documents produced
in response to one disclosure system
may then be used to satisfy some or all
of the obligations under another system.
It was within this framework that the
Commission proposed to revise Form
10-Q and the requirements for reporting
interim financial information. The
amendments being adopted herein for
quarterly reporting complement those
previously adopted for annual reporting,
most significantly through
management's discussion and analysis
of financial information and uniform
financial statement instructions. The
comprehensive scheme for Exchange
Act reporting thus will ensure the
continuousflow of meaningful
information necessary to allow
Exchange Act disclosure to replace full
reiteration in the Securities Act context
or to support abbreviated Securities Act
disclosure where appropriate. In
addition, the amendments adopted
herein make the requirements for
interim financial reporting under the
Exchange Act consistent with those for
interim financial information presented
in Securities Act registration statements.
2
Securities Act Release Nos. 6231, 6233, 6234
(September 2, 1980) (45 FR 63630). The changes
adopted included eliminating unnecessary and
overlapping reporting requirements; restructuring
Form 10-K to facilitate integration of formal and
informal reports: adding a new requirement for
management's discussion and analysis of financial
condition and results of operations: establishing
uniform financial statement instructions governing
the periods to be covered in Form 10-K, the annual
report to security holders and other forms and
reports under both Acts; and revising Regulation SX to eliminate certain differences with generally
accepted accounting principles.
3
The Commission adopted new Form S-15 (17
CFR 239.29), an abbreviated form for registering
securities issued in certain business combinations.
Securities Act Release No. 8232 (September 2, 1980)
(45 FR 63847), and proposed for comment Forms A,
B and C. new forms that would constitute the basic
Securities Aof disclosure framework, Securities Act
Release No. 6235 (September 2, 1980) (45 FR 63693).
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If they desire, registrants may meet
the obligations of theExchange Act
system by using their informal annual
and quarterly reports to shareholders to
satisfy Exchange Act requirements for
all or any part of the information
required to be filed. The Form 10-Q,
Regulation S-K and Regulation S-X
revisions build upon the annual
reporting system to ensure meaningful
disclosure on a continuous basis by
making quarterly reporting a mechanism
to update the annual report. Where an
informal report to shareholders contains
some or all of the required information,
appropriate portions of the report may
be incorporated by reference into the
Form 10-Q in lieu of repetitive
disclosure, just as the annual report to
security holders may be used to satisfy
some of the requirements of Form 10-K.
The proposed amendments generated
substantial public commentary, with
seventy-five letters received in4 response
to the invitation for comment. Comment
was overwhelmingly in favor of the
proposals. In addition, a number of
specific comments were directed to
various specific aspects of the
proposals, many suggesting respects in
which the proposals could be enhanced
to better achieve the Commission's
goals. The amendments adopted herein
reflect a number of helpful comments
received. These specific comments, as
well as some others not directly
reflected in the text of the amendments
as adopted, are discussed where
appropriate in the following "Synopsis"
portion of the release,
Synopsis of Rule Amendments Adopted
The following brief synopsis is
intended to assist interested parties in
their understanding of the amendments
being adopted. Included in the
discussion are respects in which the
amendments differ from those as
proposed. The changes in the financial
statement instructions for interim
financials and the amended
management's discussion and analysis
provision, the most critical aspects of
the amendments adopted herein, will be
addressed first. Next, the amendments
being adopted to the cover page,
instructions, and Part II of Form 10-Q
will be discussed. Finally, the synopsis
4
Letters were received from the following
categories of commentators; corporations (56);
accounting firms and associations (10); law firms
and associations (3); trade organizations and
associations (5): and the securities industry (1).
Copies of these letters are available for public
inspection and copying at the Commission's Public
Reference Room (File No. S7-850). For the
covenience of the public, a copy of a letter summary
prepared by the staff of the Commission has been
placed in File No. S7-850 and is also available for
public inspection and copying.
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will point out the related amendments
being adopted to the projections safe
harbor rules and to the exhibits item
(Item 7) of Regulation S-K. Attention is
directed to the text of the rule and form
amendments for a more complete
understanding.
A. Interim Financial Information
Requirements
1. Financial Statement Requirements
Centralized in Regulation S-X.
With the adoption in September 1980,
of the new Article 3 of Regulation S-X,
standard requirements for financial
statements were established for
reporting on annual periods in Form
10K and in most registration forms. 5 At the
same time, the rules governing the form
and content of interim financial
statements for purposes of registration
statements were conformed with the
requirements of Form 10-Q, with the
instructions in Form 10-Q becoming the
principal guidance for the preparation of
all interim financial information. The
new Article 10 of Regulation S-X
adopted herein transfers to a separate
article in Regulation S-X the standard
instructions for interim financial
statements heretofore contained in Form
10-Q. The rules concerning the form and
content of interim financial statements
have been taken principally from the
existing provisions of Form 10-Q.
Changes made to those provisions are
specifically addressed in the following
discussions. The Commission believes
this move to standardize the instructions
as to interim financial statements in
Regulation S-X and to standardize the
requirements for management's
discussion and analysis of interim
periods (discussed in greater detail
below) further simplifies the disclosure
requirements under the federal
securities laws.
2. Clarification
Rules.

of Interim Disclosure

The rules which have been included in
Regulation S-X contain revised

language, in paragraph (a)(5) of Article
10-01, regarding the basis upon which
the adequacy of the interim financial
disclosure may be determined. This
provision is designed to alleviate the
confusion caused by the previous
Instruction
4(a)(3) to Part I of Form 10Q6 by setting forth an expanded
5
Regulation S-X contains uniform rules regarding
the periods for which financial statements must be
provided as well asrequirementsgoverning their
form and content.
6
Instruction 4(a)(3) of Form 10-Q provided that:
Rule 4-08 of Regulation S-X and other
requirements which call for detailed footnote
disclosure and schedules shall not apply. As with
ell information filed with the Commission, however,
disclosures must be adequate to make the
Information presented not misleading.

description of the basis upon which
registrants may determine the adequacy
of interim disclosure. Registrants are
instructed that the interim financial
information is to include disclosure,
either on the face of the financial
statements or in accompanying
footnotes, sufficient so as to make the
interim information presented not
misleading. The need for and adequacy
of additional disclosure is to be
determined, except in regard to material
contingencies, in the context of a
presumption that users of interim
financial information have either read or
have access to the audited financial
statements for the latest fiscal year.
Footnote disclosure which would
substantially duplicate the disclosure
contained in the audited financial
statements for the most recent fiscal
year, such as a statement of significant
accounting policies and practices,
details of accounts which have not
changed significantly in amount or
composition since the end of the most
recentfiscal year, and detailed
disclosures prescribed by Rule 4-08 of
Regulation S-X (note requirements for
complete financial statements) may be
omitted.
Disclosure is required to be provided,
however, where events having a
material impact on the registrant have
occurred since the end of the most
recent fiscal year. Disclosure will
encompass, for example, significant
changes since the end of the most recent
fiscal year in such items as: accounting
principles and practices; estimates
inherent in the preparation of financial
statements; status of long-term
contracts; capitalization including
significant new borrowings or
modification of existing financing
arrangements; and the reporting entity
resulting from business combinations or
dispositions. Where material
contingencies exist, disclosure of these
contingencies must be included even
though a material change in such
contingencies may not have occurred
since the end of the prior fiscal year.
As proposed, the rules would have
allowed registrants the flexibility of
providing disclosure necessary for fair
presentation on the face of the interim
financial statements, in accompanying
footnotes or in the interim
management's discussion and analysis.
Commentators objected to this degree of
flexibility because they believe interim
financial statements should stand on
their own, with all relevant disclosures
included therewith, just as Regulation
S-X requires fiscal year financial
statements to stand on their own.
Allowing flexibility would mean that
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registrants could combine the verifiable
data needed for a fair presentation of
the interimfinancial statements with the
more subjective data in management's
discussion and analysis. In addition,
limited reviews of interim results by
independent accountants could become
more difficult to perform. The
Commission believes that even for
interim reporting it is important to
distinguish between disclosures
necessary for fair presentation of
financial condition and disclosures
which are supplemental in nature,
Accordingly, paragraph (a)(5) of Article
10-01 as adopted does not allow
registrants to provide the disclosures
necessary for fair presentation in
management's discussion and analysis.
Many commentators also objected to
the proposed requirement to disclose
material contingencies in interim reports
even though a significant change since
the prior year end may not have
occurred. A number of commentators
believed this provision to be
inconsistent with the ability of
registrants to presume that users have
read or have access to the latest audited
financial statements and recommended
that this exception to the general rule be
eliminated The requirement to repeat
the disclosure of material contingencies
in interim reports was proposed by the
Commission, however, because of its
understanding of the disclosure
requirements already existing under
generally accepted
accounting
principles.7 The Commission continues
to believe that APBO No. 28 requires
material contingencies to be disclosed in
interim reports regardless of whether a
material change in the status of the
contingencies has occurred.
Accordingly, the amendments adopted
specify that "when material
contingencies exist, disclosure of such
matters shall be provided even though a
significant change since year end may
not have occurred."
Certain commentators indicated that
certain of the specific requirements of
Form 10-Q, proposed for transfer to
Regulation S-X, were duplicative of
generally accepted accounting principles
and thus should be deleted. In response
to these comments, the Commission
wishes to restate its general desire not
to retain provisions in Regulation S-X
7
Paragraph 22 of Accounting Principles Board
Opinion (APBO) No. 28, "Interim Financial
Reporting," states:
Contingencies and other uncertainties that could
be expected to affect the fairness of presentation of
financial data at an interim date should be
disclosed in interim reports in the same manner
required for annual reports. Such disclosures should
be repeated in interim and annual reports until the
contingencies have been removed, resolved, or have
become immaterial.
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which are clearly duplicative of
generally accepted accounting
principles. However, the Commission at
this time does not believe that generally
accepted accounting principles for
interim reporting purposes are as well
defined as the principles for annual
reporting purposes, especially in regard
to financial statements which constitute
less than a complete set of financial
statements but which are more
comprehensive than summarized data of
operations. Consequently, the
Commission has elected to retain, and in
some cases add to, the level of guidance
offered applicable to the interim data it
requires.
3. Reference to Review by
Independent Accountants.
Paragraph (d) of Article 10-01 reflects
a change from past requirements
applicable where an independent
accountant performs a review of interim
financial statements and the registrant
makes reference to the review, in the
report containing the interim data.
Previously, if a registrant stated that an
independent accountant had performed
a review of the interim data, it also had
to state whether all adjustments or
additional disclosures proposed by the
independent accountant had been
reflected in the data presented, and, if
not, why not. Further, a letter from the
independent accountant could have
been included but was not required to
be included as an exhibit to the form
confirming or otherwise commenting on
the registrant's representations. These
requirements of Form 10-Q were never
updated to recognize the provisions of
Statement on Auditing Standards (SAS)
No. 24,8 which provides the accounting
profession guidance on the nature,
timing and extent of procedures to be
applied in conducting interim reviews
and on the reporting applicable to such
engagements. SAS No. 24 requires,
among other things, a statement in the
independent accountant's report as to
whether he is aware of any material
modifications that should be made to
the interim financial information so that
it conforms with generally accepted
accounting principles.
The Commission believes that the
expression of limited assurance now
provided for by SAS No. 24 renders
unnecessary the previous Form 10-Q
requirement and, therefore, has
appropriately modified the requirements
in the rules adopted. Under the revised
provision, if a review of interim data is
made in accordance with the
8
Statement on Auditing Standards No. 24.
"Review of Interim Financial Information."
American Institute of Certified Public Accountants.
March 1979.

established professional standards and
procedures for such reviews and the
registrant refers to the review
performed, the report of the independent
accountant must accompany the interim
information, rather than be filed as an
exhibit as proposed. The Commission
believes paragraph (d) as adopted
results in greater consistency with the
provisions of SAS No. 24.
4. Other Changes Reflected in New
Article 10.
Other changes from the proposed
interim financial statement requirements
include the following. First, the periods
for which balance sheets are required in
filings on Form 10-Q have been revised.
This change, which was made in
conjunction with revisions to the scope
of management's discussion and
analysis for interim periods, is discussed
below together with the discussion of
the latter provision. Second, the bases to
be used in applying the percentage tests
for determining required balance sheet
and income statement captions have
been more clearly specified. Third, the
rules regarding rounding of amounts and
presentation of negative amounts in
interim reports have been conformed to
the general provisions of Regulation S-X
by removing the separate instructions as
to these items from the interim
requirements. Fourth, the phrase
"significant portion of its business" in
the instruction regarding disclosure of
discontinued operations has been
replaced by the phrase "significant
segment of its business." Fifth, the word
"material" has been added to the
instruction regarding accounting
changes. Finally, required disclosure of
the components of inventories—raw
materials, work-in-progress and finished
goods—may now be shown either on the
face of the balance sheet or in the
footnotes to the financial statements.
5. Management's Discussion and
Analysis.
New requirements governing the
scope and content of management's
discussion and analysis of interim
financial statements have been added to
Item 11 of Regulation S-K. The new
provision is intended to complement the
requirements already established for
discussions of annual periods by
requiring interim period discussions to
focus on the same information discussed
for annual periods in order to provide an
update of the annual discussion. The
interim discussion is not required to
reiterate all of the information presented
in the full year discussion. Rather, only
material changes in financial condition
and results of operations occurring
during the periods covered by the
interim financial statements need be
discussed.
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The discussion of material changes in
financial condition must cover the
period from the end of the preceding
fiscal year to the date of the most recent
interim balance sheet provided and
must focus on items required for annual
discussions such as liquidity and capital
resources. The proposed provision
would have required a discussion of
financial condition as of the date of the
most recent interim balance sheet
provided and of financial condition as of
the corresponding interim date of the
preceding fiscal year. However, the
Commission shares the views expressed
by many commentators that the most
meaningful discussion of financial
condition for interim reporting purposes
would deal with the end of the
preceding fiscal year and the dateof the
most recent interim balance sheet
provided. Accordingly, a discussion of
changes in financial condition from the
corresponding interim balance sheet
date of the preceding fiscal year is only
required if the interim balance sheet as
of that date is included in the interim
financial statements. Thus, only when
the registrant believes the discussion is
necessary for an understanding of the
impact of seasonal fluctuations on
financial condition as of an interim date
will that period be required in the
discussion of financial condition.
In conjunction with this change, the
Commission also changed the
requirements for the balance sheets
which must be included infilings on
Form 10-Q. In order to correspond with
the focus of the discussion and analysis
of financial condition for interim
reporting, the Commission has added a
requirement to include a balance sheet,
which may be condensed, as9 of the end
of the preceding fiscal year. The
requirement to provide an interim
balance sheet as of the corresponding
date of the prior year has been
eliminated except when, in the
registrant's opinion, the inclusion of the
comparative interim balance sheet is
necessary for an understanding of the
impact of seasonal fluctuations.
The amendments for management's
discussion and analysis of interim
financial statements also require
registrants to discuss any material
changes with respect to results of
operations for the most recent interim
year-to-date period for which an income
statement is provided and the
corresponding year-to-date period of the
preceding fiscal year. If interim financial
statements are required OF are otherwise
9
Article 10 provides that the balance sheet
required as of the end of the preceding fiscal year
may be condensed to the same degree as the most
recent interim balance sheet provided.
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provided in a filing
for the most recent
fiscal quarter, 10 the registrant must also
discuss the material changes in the
results of operations with respect to that
quarter and the corresponding quarter of
the preceding fiscal year. In addition, if
a registrant chooses to provide financial
statements for a cumulative twelve
month period preceding the date of the
most recent interim balance sheet
provided, material changes in results of
operations must also be discussed with
respect to that period and the preceding
cumulative twelve month period.
However, if a registrant provides a
cumulative twelve month income
statement in a registration statement in
place of the interim statements of
income otherwise required, as provided
for by paragraph (b) of Rule 3-06 of
Regulation S-X, the discussion of
material changes in results of operations
for that period shall be in respect to the
preceding fiscal year as opposed 11to the
corresponding preceding period.
The same items required to be
addressed in annual discussions of
results of operations must, with the
exception of the impact of inflation, also
be addressed in discussions of interim
periods. This reflects a change from the
proposed requirement to discuss the
impact of inflation on operations for
purposes of interim reporting. Although
the Commission believes registrants
should strive to provide users of interim
reports with information regarding the
impact of inflation and changing prices,
it also believes that it would be
premature to require all registrants to
address inflation for interim reporting
purposes, particularly in light of the
experimental nature of this type of
disclosure. Once registrants have had
the opportunity to experiment with
alternative methods of disclosing the
impact of changing prices and once
improved reporting standards are
developed by the accounting profession,
the Commission will reconsider

disclosure obligations for reporting
interim results. In the meantime, the
Commission encourages registrants to
experiment with this type of disclosure
but is not imposing a requirement that
this area be addressed in interim reports
filed with the Commission.
Other changes from those proposed
reflected in the adopted management's
discussion and analysis provision
consist primarily of clarifying rather
than substantive changes. For example,
proposed Instruction (2) to paragraph (b)
of Item 11 was deleted because it was
viewed as redundant and thus
unnecessary. The list of specific
examples of elements of a registrant's
income or loss from continuing
operations which were contained in
proposed Instruction (5) was deleted in
order to avoid the possibility that the
list could be perceived as a checklist for
determining the minimum disclosure
required and because specific guidance
of a similar character is not included in
paragraph (a) of Item 11 for annual
periods.
B. Amendments to Form 10-Q ,
1. Cover Page.
The Commission has adopted a minor
technical amendment to the cover page
of Form 10-Q which corrects an
unnecessary inconsistency with the
corresponding Form 10-K cover page
requirement. The requirement to
indicate the number of shares of each of
the issuer's classes of common stock
outstanding as of the close of the quarter
being reported on has been changed to a
requirement to report, as is the case on
the cover page of Form 10-K, the
number of shares outstanding as of the
latest practicable date.
2. Instruction as to Incorporation by
Reference.
The structure of Form 10-Q as
amended is essentially unchanged. The
interim financial information and
management's discussion and analysis
called for by Part I of the Form could be
10
satisfied, in whole or in part, through
OnlyForm 10-Q requires income statements for
the most recent fiscal quarter and for the
incorporation by reference from an
corresponding quarter of the preceding fiscal year in
informal quarterly report to
addition to comparative statements for year-to-date
shareholders containing the required
periods.
11
information.
The
ability to make partial
Rule 3-06 of
Regulation S-X
contains
use of an informal report reflects a
instructions to income statement requirements and
applies to interim statements in certain registration
change from the proposal. A number of
statements. Paragraph (b) provides that:
commentators believed that the all-or(b) If theregistrantis engaged primarily (1) in the
none formulation of the proposal would
generation, transmission or distribution of
needlessly prevent combination of the
electricity, the manufacture, mixing, transmission or
distribution of gas, the supplying or distribution of
informal report with the Form 10-Q in
water, or the furnishing of telephone or telegraph
cases where shareholders are furnished
service; or (2) in holding securities of companies
informal interim reports containing some
engaged in such businesses, it may at its option
but not all of the information required
include statements of income and changes in
by Part I. This change is adopted in view
financial position (which may be unaudited) for the
twelve-month period ending on the date of the most
of the Commission's stated intention to
recent balance sheet being filed, in lieu of the
facilitate the practice of sending
statements of income and changes in financial
quarterly reports to shareholders by
position for the interim periods specified.
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emphasizing that issuers have the option
of incorporating their informal
communications into the Form 10-Q. It
should be noted that Rule 12b-23(b)(17
CFR 240.12b-23(b)) already operates to
provide that non-financial statement
disclosure contained in informal reports
to security holders may be incorporated
by reference in answer or partial answer
to any item of Part II of Form 10-Q.
The Commission believes that it is
appropriate at this time to reiterate its
support for the recommendation of the
Advisory Committee on Corporate
Disclosure that companies be
encouraged to publish readable,
understandable quarterly reports to
shareholders which include the
information content of a Form 10-Q. and
to file these documents with the
Commission in satisfaction
of Form 10Q reporting obligations.12 The
Commission believes that companies
can reduce their reporting burdens by
taking advantage of the option to
incorporate by reference to their
informal quarterly report in partial or
full satisfaction of the requirements of
Parts I and II of Form 10-Q. More
importantly, use of this option could
effect a significant enhancement of the
corporate communications system.
3. Status of Information Disclosed in
Form 10-Q,
The revised Form 10-Q contains a
new Instruction E (Filed Status of
Information Presented) which makes
explicit whether various information
provided in response to the
requirements of the form will be deemed
filed for the purposes of liability under
Section 18 of the Exchange Act. The
instruction contains a statement
(formerly contained in the instruction on
incorporation by reference) that
financial information provided in
response to Item 1 and Item 2 of Part I
will not be deemed filed, pursuant to
Rule 13a-13(d) (17 CFR 240.13a-13(d))
and Rule 15d-13(d) (17 CFR 240.15d13(d)). The instruction goes on to state
that this is the case regardless of
whether the information is presented
directly in the Form 10-Q, is
incorporated by reference from an
informal report containing the required
information, or is in an exhibit to Part I.
In addition, the instruction also provides
that information provided to satisfy all
other requirements of Form 10-Q will be
deemed filed for the purpose of Section
18 of the Exchange Act. New Instruction
E should eliminate a great deal of
confusion in this area by codifying
12

Report of the Advisory CommitteeonCorporate

Disclosure to the Securities and Exchange
Commission. House Committee on interstate and
Foreign Commerce. 95th Cong., 1st Sess. (1977).

Committee Print 95-29, at 470-5.
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previous interpretations and stating
them as an instruction to Form 10-Q.
4. Signature Requirements.
The revised Form 10-Q requires, as
proposed, that the filing be signed both
by a duly authored officer of the
registrant and by the registrant's
principal financial 13
officer or chief
accounting officer. In order to avoid
possible confusion as to whether
multiple capacity signatures are
acceptable, a statement has been added
to the provision (Instruction F) as
adopted indicating that one signature is
sufficient where the registrant's
principal financial or accounting officer
is also authorized to sign on behalf of
the registrant. In such cases, the dual
capacities of the person signing must be
indicated.
5. Disclosure by Wholly Owned
Subsidiaries.
In response to suggestions by a
number of commentators, the
Commission has determined to make the
same relief from certain of the
management's discussion and analysis
disclosure requirements which is
granted to qualifying wholly-owned
subsidiaries for reporting on Form 10K 1 4 also available for quarterly
reporting on Form 10-Q.15 The
Commission believes that it is
appropriate at this time to grant
consistent treatment to these registrants
with respect to discussions of capital
resources and liquidity
for annual and
interim periods.16
6. Part II Disclosure Requirements.
With the exception of the changes
discussed below. Part II17of Form10-Q is
amended as proposed. The
commentators agreed that former Item 3,
Changes in Security for Registered
Securities; Item 5, Increase in Amount
Outstanding of Securities or
Indebtedness; and Item 6, Decrease in
Amount Outstanding of Securities or
Indebtedness, should be deleted
because the information elicited would
be contained in footnotes to the
financial statements to the extent it is
significant and otherwise is not
necessary in a quarterly report.
13

Thisprovision corrects an inadvertent deletion

made in Securities Act Release No. 5951(July28,
1978) (43 FR 33904).
14
See General Instruction I to Form 10-K.

change.
16
It should bo noted that in light of the changed
focus of management's discussion and analysts from
the former summary of operations onto the financial
statements themselves, the Commission may
reconsider this area, both for annual and interim
periods, as it gains experience with the new
management's discussion and analysis.
17
The instruction requesting issuers to advise the
staff of their intention to file a registration
statement on Form S-16 or S-7 is also deleted as
proposed.

124

Despite suggestions from a number of
disclosure item as recommended In the
commentators that further deletions in
Staff Report on Corporate
the disclosure items required by Part II
Accountability. 19
would be warranted, the Commission
C. Related Amendments
believes that the remaining items (Item
1. Safe Harbor Rules for Projections.
1, Legal Proceedings; Item 2, Changes in
The Commission is adopting the
Securities; Item 3, Defaults upon Senior
Securities; Item 4, Submission of Matters proposed amendment to the safe harbor
rule for forward-looking information,
to a Vote of Security Holders; Item 5,
Rule 175 (17 CFR 230.175) under the
Other Materially Important Events; and
Item 6, Exhibits and Reports on Form 8- Securities Act, which makes clear that a
projection of the type enumerated by
K) all elicit disclosure that is both
that rule is protected if included or
necessary and appropriate in quarterly
properly
reaffirmed in Part I of Form 10reporting with the Commission so that
20
this information may be contained in the Q. This action codifies the staff
position which deems Part I "filed" for
Exchange Act disclosure system.
Accordingly, these items are all required purposes of the safe-harbor rule even
though it is not filed for purposes of
in the amended Form 10-Q adopted
today. In order to eliminate any possible Section 18 of the Exchange Act. In
addition, the Commission has made a
duplication, however, a sentence has
technical amendment to the projections
been added to the instruction to Part II
safe-harbor rules to conform the
which provides that, if the required
reference to management's discussion
information is already disclosed in
and analysis to the new Item 11 of
footnotes to the interim financial
Regulation
S-K adopted in September,
statements presented, a separate
1980.21
response need not be made in Part II. In
2. Exhibits.
such case, Part II would need to include
The amendments to Form 10-Q
a statement specifically identifying and
adopted
herein have necessitated two
incorporating the pertinent information.
conforming amendments to Item
7
Two additional changes are reflected
22
in Part II of the revised Form 10-Q. First, (Exhibits) of Regulation S-K First,
Item 4 (Submission of Matters to a Vote paragraph (b)(21) has been revised to
reflect the fact that the informal report
of Security Holders) has been changed
to shareholders now may be used to
in a technical respect by deleting the
satisfy not only the financial statement
exhibit provision in Instruction 6. This
provision is no longer necessary in view but also the management's discussion
of the amended exhibits requirements in requirements of Part I of Form 10-Q.
Item 7 of Regulation S-K (see discussion
The other change to Item 7 is the
below).
result of the deletion, at the time Item 7
was
adopted, of a number of exhibit
Second. Item 5 (formerly captioned
requirements deemed to be of limited
"Other Materially Important Events")
interest One deleted provision was the
has been recaptioned "Other
requirement to file the text of any
Information" and a new sentence has
proposal or any published report
been added to clarify the Commission's
regarding matters submitted to a vote of
intention that this item may be used to
Security holders as an exhibit to reports
fulfill any OR all of the reporting
on Form 10-K and Form 10-Q. This
requirements under Form 8-K. As
deletion was entirely consistent with the
revised, Item 5 permits registrants to
deletion
from Form 10-K of the
reduce reporting burdens by including in
disclosure requirement regarding
a report on Form 10-Q information
submission of matters to a vote of
which would otherwise be required to
security holders and is also appropriate
be reported on Form 8-K. Of course, all
for Form 10-Q insofar as the
Form 8-K timing and substantive
requirement tofile proposals is
disclosure requirements would have to
concerned. Form 10-Q still requires
be met by the filing on Form 10-Q in
disclosure regarding matters submitted
order to avoid
the obligation to file a
18
Form 8-K.
19
The Commission received a number of
Division of Corporation Finance, Securities and
15
helpful
comments regardingInstruction
Item 1 G(2)(a) reflects
Exchange
printed for use of the Senate
this Commission,conforming
Committee on Banking, Housing and Urban Affairs.
(Legal Proceedings), particularly as
96th Cong., 2d. Sess. (September 4,1980).
regards the disclosure of environmental
20
Similaramendments to Rule 3b-6 (17 CFR
proceedings. While no change is being
240.3b-6) under the Exchange Act, Rule 103A (17
adopted at this time, the staff is
CFR 250.103A) under the Public Utility Holding
currently considering revisions to this
Company Act of 1935. and Rule 0-11 (17 CFR 260.018
The Commission is now studying the provisions
of Forms 8-K in order to determine the need for
rulemaking in that area; corresponding clarifying
language in Form 8-K will be considered as part of
that study.
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11) under the Trust Indenture Act of 1939 are also
adopted.
21
Securities Act Release No. 6231 (September 2,
1980) (45 FR 63630).
22
SecuritiesAct Release No. 6230 (August 27,
1980) (45 FR 58822).
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to security holder vote, however, and
allows that disclosure obligation to be
satisfied by reference to a published
report containing the required
information. The Commission believes
that any such report which is relied on
to take the place of Form 10-Q
disclosure should be filed as an exhibit
to the Form 10-Q report. Accordingly,
the amendments to Item 7 are adopted
to reflect this determination.
D. Technical Amendment to Regulation
S-X
The amendments adopted include a
technical amendment to previously
adopted Rule 3-12 regarding the age of
financial statements at the anticipated
effective date of a registration statement
or proposed mailing date of a proxy
statement. To correct an oversight,
paragraph (b) of Rule 3-12 has been
amended to make the rules for updating
at the effective date of a filing consistent
with the rules applicable at the date of
filing.
The text of the form and rules is set
forth below.
PART 249—FORMS, SECURITIES
EXCHANGE ACT OF 1934

1.17 CFR 249.308a is amended by
revising Form 10-Q to read as follows:
§ 249.308a Form 10-Q, tor quarterly
reports under sections 13 or 15(d) of the
Securities Exchange Act of 1934.

Form 10-Q—Securities and Exchange

Commission, Washington, D.C.

Quarterly Report Under Section 13 or 15(d) or
the Securities Exchange Act of 1934
For Quarter Ended
Commission file number
(Exact name of registrant as specified in its
charter)
(State or other jurisdiction of incorporation or
organization)
(I.R.S. Employer Identification No.)
(Address of principal executive offices) (Zip
Code)
(Registrant's telephone number, including
area code)
(Former name, former address and former
fiscal year, if changed since last report.)
Indicate by check mark whether the
registrant (1) has filed all reports required to
befiled by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the
preceding 12 months (or for such shorter
period that the registrant was required to file
such reports), and (2) has been subject to
such filing requirements for the past 90 days.
Yes
. No

Applicable Only to Issuers Involved in
Bankruptcy Proceedings During the
Preceding Five Years
Indicate by check mark whether the
registrant has filed all documents and reports
required to be filed by Sections 12,13 or 15(d)
of the Securities Exchange Act of 1934
subsequent to the distribution of securities
under a plan confirmed by a court. Yes
No
Applicable Only to Corporate Issuers
Indicate the number of shares outstanding
of each of the issuer's classes of common
stock, as of the latest practicable date.

General Instructions
A. Rule as to Use of Form 10-Q.
1. Form 10-Q shall be used for
quarterly reports under Section 13 or
15(d) of the Securities Exchange Act of
1934, filed pursuant to Rule 13a-13 (17
CFR 240.13a-3) or Rule 15d-13 (17 CFR
240.15d-13).
2. A report on this form shall be filed
within 45 days after the end of each of
the first three fiscal quarters of each
fiscal year. No report need be filed for
the fourth quarter of any fiscal year.
B. Application of General Rules and
Regulations.
1. The General Rules and Regulations
under the Act contain certain general
requirements which are applicable to
reports on any form. These general
requirements should be carefully read
and observed in the preparation and
filing of reports on this form.
2. Particular attention is directed to
Regulation 12B which contains general
requirements regarding matters such as
the kind and size of paper to be used,
the legibility of the report, the
information to be given whenever the
title of securities is required to be
stated, and the filing of the report. The
definitions contained in Rule 12b-2 (17
CFR 240.12b-2) should be especially
noted. See also Regulations 13A and
15D.
C. Preparation of Report.
1. This is not a blank form to be filled
in. It is a guide copy to be used in
preparing the report in accordance with
Rules 12b-11 (17 CFR 240.12b-11) and
12b-12 (17 CFR 240.12b-12). The
Commission does not furnish blank
copies of this form to be filled in for
filing.
2. These general instructions are not
to be filed with the report. The
instructions to the various captions of
the form are also to be omitted from the
report as filed.
D. Incorporation by Reference.
1. If the registrant makes available to
its stockholders or otherwise publishes
within the period prescribed for filing
the report, a document or statement
containing information meeting some or
IV-7

all of the requirements of Part I of this
form, the information called for may be
incorporated by reference from such
published document or statement, in
answer or partial answer to any item or
items of Part I of this form, provided
copies thereof are filed as an exhibit to
Part I of the report on this form.
2. Other information may be
incorporated by reference in answer or
partial answer to any item or items of
Part II of this form in accordance with
the provisions of Rule 12b-23 (17 CFR
240.12b-23).
E. Filed Status of Information
Presented.
1. Pursuant to Rule 13a-13(d) and Rule
15d-13(d), the information presented in
satisfaction of the requirements of Items
(1) and (2) of Part I of this form, whether
included directly in a report on this
form, incorporated therein by reference
from a report, document or statement
filed as an exhibit to Part I of this form
pursuant to Instruction D(1) above, or
contained in a statement regarding
computation of per share earnings or a
letter regarding a change in accounting
principles filed as an exhibit to Part I
pursuant to Item 7 of Regulation S-K,
except as provided by Instruction E(2)
below, shall not be deemedfiled for the
purpose of Section 18 of the Act or
otherwise subject to the liabilities of
that section of the Act but shall be
subject to the other provisions of the
Act.
2. Information presented in
satisfaction of the requirements of this
form other than those of Items (1) and
(2) of Part I shall be deemed filed for the
purpose of Section 18 of the Act; except
that, where information presented in
response to Item (1) or (2) of Part I (or as
an exhibit thereto) is also used to satisfy
Part II requirements through
incorporation by reference, only that
portion of Part I (or exhibit thereto)
consisting of the information required by
Part II shall be deemed so filed.
F. Signature and Filing of Report.
Three complete copies of the report,
including any financial statements,
exhibits or other papers or documents
filed as a part thereof, and five
additional copies which need not
include exhibits, shall be filed with the
Commission. At least one complete copy
of the report, including any financial
statements, exhibits or other papers or
documents filed as a part thereof, shall
be filed with each exchange on which
any class of securities of the registrant
is registered. At least one complete copy
of the reportfiled with the Commission
and one such copy filed with each
exchange shall be manually signed on
the registrant's behalf by a duly
authorized officer of the registrant and
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by the principal financial or chief
accounting officer of the registrant.
Copies not manually signed shall bear
typed or printed signatures. In the case
where the principal financial officer or
chief accounting officer is also duly
authorized to sign on behalf of the
registrant, one signature is acceptable
provided that the registrant clearly
indicates the dual responsibilities of the
signatory.
G. Omission of Information by Certain
Wholly-Owned Subsidiaries.
If, on the date of the filing of its report
on Form 10-Q, the registrant meets the
conditions specified in paragraph (1)
below, then such registrant may omit the
information called for in the items
specified in paragraph (2) below.
1. Conditions for availability of the
relief specified in paragraph (2) below:
a. All of the registrant's equity
securities are owned, either directly or
indirecly, by a single person which is a
reporting company under the Act and
which has filed all the material required
to be filed pursuant to section 13,14 or
15(d) thereof, as applicable;
b. During the preceding thirty-six
calendar months and any subsequent
period of days, there has not been any
material default in the payment of
principal, interest, a sinking or purchase
fund installment, or any other material
default not cured within thirty days,
with respect to any indebtedness of the
registrant or its subsidiaries, and there
has not been any material default in the
payment of rentals under material longterm leases; and
c. There is prominently set forth, on
the cover page of the Form 10-Q, a
statement that the registrant meets the
conditions set forth in General
Instruction G(1) (a) and (b) of Form 10-Q
and is therefore filing this Form with the
reduced disclosure format.
2. Registrants meeting the conditions
specified in paragraph (1) above are
entitled to the following relief:
a. Such registrants may omit the
information called for by Item 2 of Part I,
Management's Discussion and Analysis
of Financial Condition and Results of
Operations, provided that the registrant
includes in the Form 10-Q a
management's narrative analysis of the
results of operations explaining the
reasons for material changes in the
amount of revenue and expense items
between the most recent fiscal year-todate period presented and the
corresponding year-to-date period in the
preceding fiscal year. Explanations of
material changes should include, but not
be limited to, changes in the various
elements which determine revenue and
expense levels such as unit sales
volume, prices charged and paid,

production levels, production cost
variances, labor costs and discretionary
spending programs. In addition, the
analysis should include an explanation
of the effect of any changes in
accounting principles and practices or
method of application that have a
material effect on net income as
reported.
b. Such registrants may omit the
information called for in the following
Part II Items: Item 2, Changes in
Securities; Item 3, Defaults Upon Senior
Securities; and Item 4, Submission of
Matters to a Vote of Security Holders.
PART I—FINANCIAL INFORMATION

Item 1. Financial Statements
Provide the information required by
Rule 10-01 of Regulation S-X (17 CFR
Part 210).
Item 2. Management's Discussion and
Analysis of Financial Condition and
Results of Operations
Furnish the information required by
Item 11(b) of Regulation S-K (17 CFR
229.20).
PART II—OTHER INFORMATION

Instruction. The report shall contain
the item numbers and captions of all
applicable items of Part II, but the text
of such items may be omitted provided
the responses clearly indicate the
coverage of the item. Any item which is
inapplicable or to which the answer is
negative may be omitted and no
reference thereto need be made in the
report. If substantially the same
information has been previously
reported by the registrant, an additional
report of the information on this form
need not be made. The term "previously
reported" is defined in Rule 12b-2 (17
CFR 240.12b-2). A separate response
need not be presented in Part II where
information called for is already
disclosed in the financial information
provided in Part I and is incorporated by
reference into Part II of the report by
means of a statement to that effect in
Part II which specifically identifies the
incorporated information.
Item 1. Legal Proceedings
The description of legal proceedings
shall include the information required
by Item 5 of Regulation S-K (17 CFR
229.20). As to such proceedings which
have been terminated during the period
covered by the report, provide similar
information, including the date of
termination and a description of the
disposition thereof with respect to the
registrant and its subsidiaries.
Instruction. A legal proceeding need
only be reported in the 10-Q filed for the
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quarter in which it first became a
reportable event and in subsequent
quarters in which there have been
material developments. Subsequent
Form 10-Q filings in the same fiscal year
in which a legal proceeding or a material
development is reported should
reference any previous reports in that
year.
Item 2. Changes in Securities
(a) If the constituent instruments
defining the rights of the holders of any
class of registered securities have been
materially modified, give the title of the
class of securities involved and state
briefly the general effect of such
modification upon the rights of holders
of such securities.
(b) If the rights evidenced by any
class of registered securities have been
materially limited or qualified by the
issuance or modification of any other
class of securities, state briefly the
general effect of the issuance or
modification of such other class of
securities upon the rights of the holders
of the registered securities.
Instruction. Working capital
restrictions and other limitations upon
the payment of dividends are to be
reported hereunder.
Item 3. Defaults Upon Senior Securities
(a) If there has been any material
default in the payment of principal,
interest, a sinking or purchase fund
installment, or any other material
default not cured within 30 days, with
respect to any indebtedness of the
registrant or any of its significant
subsidiaries exceeding 5 percent of the
total assets of the registrant and its
consolidated subsidiaries, identify the
indebtedness and state the nature of the
default. In the case of such a default in
the payment of principal, interest, or a
sinking or purchase fund installment,
state the amount of the default and the
total arrearage on the date of filing this
report.
Instruction. This paragraph refers only
to events which have become defaults
under the governing instruments, i.e.,
after the expiration of any period of
grace and compliance with any notice
requirements.
(b) If any material arrearages in the
payment of dividends has occurred or if
there has been any other material
delinquency not cured within 30 days,
with respect to any class of preferred
stock of the registrant which is
registered or which ranks prior to any
class of registered securities, or with
respect to any class of preferred stock of
any significant subsidiary of the
registrant, give the title of the class and
state the nature of the arrearage or
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delinquency. In the case of an arrearage
in the payment of dividends, state the
amount and the total arrearage on the
date of filing this report.
Instruction. Item 3 need not be
answered as to any default or arrearage
with respect to any class of securities all
of which is held by, or for the account
of, the registrant or its totally held
subsidiaries.
Item 4. Submission of Matters to a Vote
of Security Holders
If any matter has been submitted to a
vote of security holders, through the
solicitation of proxies or otherwise,
furnish the following information:
(a) The date of the meeting and
whether it was an annual or special
meeting.
(b) If the meeting involved the election
of directors, the name of each director
elected at the meeting and the name of
each other director whose term of office
as a director continued after the
meeting.
(c) A brief description of each other
matter voted upon at the meeting and
state the number of affirmative votes
and the number of negative votes cast
with respect to each such matter.
(d) A description of the terms of any
settlement between the registrant and
any other participant (as defined in Rule
14a-11 (17 CFR 240.14a-11) of
Regulation 14A under the Act)
terminating any solicitation subject to
Rule 14a-11, including the cost or
anticipated cost to the registrant.
Instructions: 1. If any matter has been
submitted to a vote of security holders
otherwise than at a meeting of such
security holders, corresponding
information with respect to such
submission shall be furnished. The
solicitation of any authorization or
consent (other than a proxy to vote at a
stockholders' meeting) with respect to
any matter shall be deemed a
submission of such matter to a vote of
security holders within the meaning of
this item.
2. Paragraph (a) need be answered
only if paragraph (b) or (c) is required to
be answered.
3. Paragraph (b) need not be answered
if (i) proxies for the meeting were
solicited pursuant to Regulation 14
under the Act, (ii) there was not
solicitation in opposition to the
management's nominees as listed in the
proxy statement, and (iii) all of such
nominees were elected. If the registrant
did not solicit proxies and the board of
directors as previously reported to the
Commission was re-elected in its
entirety, a statement to that effect in
answer to paragraph (b) will suffice as
an answer thereto.

4. Paragraph (c) need not be answered
as to procedural matters or as to the
selection or approval of auditors.
5. If the registrant has furnished to its
security holders proxy soliciting
material containing the information
called for by paragraph (d), the
paragraph may be answered by
reference to the information contained
in such material.
8. If the registrant has published a
report containing all of the information
called for by this item, the item may be
answered by a reference to the
information contained in such report
Item 5. Other Information.
The registrant may, at its option,
report under this item any information,
not previously reported in a report on
Form 8-K, with respect to which
information is not otherwise called for
by this form. If disclosure of such
information is made under this item, it
need not be repeated in a report on
Form 8-K which would otherwise be
required to be filed with respect to such
information or in a subsequent report on
Form 10-Q.

§ 229.20 Information required in
documents.

Item 7. Exhibits,
(a) * * *
Table II

Securities Exchange Act of 1934—
Frequently Used Forms
Form
10

8-K

•

(23) Published report
regarding matters
submitted to vote of
security holders.

10-Q

10-K

•

X .

b. * * *

(21) Report furnished to security
holders—If the registrant makes
available to its stockholders or
otherwise publishes, within the period
prescribed for filing the report, a
document or statement containing
information meeting some or all of the
Item 6. Exhibits and Reports on Form 8requirements of Part I of Form 10-Q, the
K (17 CFR 249.308)
information called for may be
(a) The exhibits shall be furnished in
incorporated by reference to such
accordance with the provisions of Item 7 published document or statement
of Regulation S-K (17 CFR 229.20).
provided copies thereof are included as
(b) Reports on Form 8-K. State
an
* exhibit
* * to Part
* I* of the report filed.
whether any reports on Form 8-K have
been filed during the quarter for which
(23) Published report regarding
this report is filed, listing the items
matters submitted to vote of security
reported, any financial statements filed,
holders—If the registrant has published
and the dates of any such reports.
a report containing all of the information
Signatures*
called for by Item 4 of Part II of Form
10-Q and has referred to that report in
Pursuant to the requirements of the
lieu of providing disclosure in Form 10Securities Exchange Act of 1934, the
Q, copies of such published report
registrant has duly caused this report to
be_ signed on its behalf by the
should be filed as an exhibit to the filing
undersigned thereunto duly authorized.
on Form 10-Q.
(Registrant)
3. The previous entire text of Item 11
Date
§ 229.20 is amended by:
(Signature)**
Date
a. redesignating the previous entire
(Signature) * *
text as paragraph (a);
b. revising the second sentence of the
PART 229—STANDARD
introductory paragraph to read as
INSTRUCTIONS FOR FILING FORMS
follows;
UNDER SECURITIES ACT OF 1933
AND SECURITIES EXCHANGE ACT OF
c. redesignating the previous
1934—REGULATION S-K
paragraphs (a), (b)(1), (b)(2), (c)(1), (c)(2),
(c)(3), and (c)(4) as paragraphs (1),.(2)(i),
2. Item 7 of § 229.20 is amended as set (2)(ii), (3)(i), (3)(ii), (3)(iii), and (3)(iv);
forth below by adding Item (23) to Table and
II of paragraph (a), by revising
d. adding a new paragraph (b) to read
paragraph (b)(21) to read as follows, and
by adding new paragraph (b)(23) to read as follows.
as follows:
§ 229.20 Information required in
*See General Instruction E.
**Print name and title of the signing officer under
his signature.
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Item 11. Management's Discussion and
Analysis of Financial Condition and
Results of Operations
(a) * * * The discussion shall provide
information as specified in paragraphs
(1), (2) and (3J of this section with
respect of liquidity, capital resources
and results of operations, and should
also provide such other information
which the registrant believes to be
necessary to an understanding of its
financial condition, changes in financial
condition and results of
operations. * * *
(b) If interim financial statements are
presented, a management's discussion
and analysis of the financial condition
and results of operations shall be
provided so as to enable the reader to
assess material changes in financial
condition and results of operations
between the periods specified in (1) and
(2) below. The discussion and analysis
shall include a discussion of material
changes in those items specifically listed
in paragraph (a) of this Item 11 of
Regulation S-K (17 CFR 229.20), except
that the impact of inflation and changing
prices on operations for interim periods
need not be addressed.
(1) Material changes in financial
condition.
Discuss any material changes in
financial condition from the end of the
preceding fiscal year to the date of the
most recent interim balance sheet
provided. If the interim financial
statements include an interim balance
sheet as of the corresponding interim
date of the preceding fiscal year, any
material changes in financial condition
from that date to the date of the most
recent interim balance sheet provided
shall also be discussed. If discussions of
changes from both the end and the
corresponding interim date of the
preceding fiscal year are required, the
discussions may be combined at the
discretion of the registrant.
(2) Material changes in results of
operations.
Discuss any material changes in the
registrant's results of operations with
respect to the most recent fiscal year-todate period for which an income
statement is provided and the
corresponding year-to-date period of the
preceding fiscal year. If the registrant is
required to or has elected to provide an
income statement for the most recent
fiscal quarter, such discussion also shall
cover material changes with respect to
that fiscal quarter and the corresponding
fiscal quarter in the preceding fiscal
year. In addition, if the registrant has
elected to provide an income statement
for the twelve month period ended as of

the date of the most recent interim
balance sheet provided, the discussion
shall also cover material changes with
respect to that twelve month period and
the twelve month period ended as of the
corresponding interim balance sheet
date of the preceding fiscal year.
Notwithstanding the above, if for
purposes of a registration statement a
registrant subject to paragraph (b) of
§ 210.3-06 (Regulation S-X) provides a
statement of income for the twelvemonth period ended as of the date of the
most recent interim balance sheet
provided in lieu of the interim income
statements otherwise required, the
discussion of material changes in that
twelve-month period will be in respect
to the preceding fiscal year rather than
the corresponding preceding period.
Instructions
1. If interim financial statements are
presented together with financial
statements for full fiscal years, the
discussion of the interim financial
information shall be prepared pursuant
to paragraph (b) and the discussion of
the full fiscal year information shall be
prepared pursuant to paragraph (a) of
this Item 11. Such discussions may be
combined.
2. In preparing the discussion and
analysis required by this paragraph (b)
of Item 11, the registrant may presume
that users of the interim financial
information have read or have access to
the discussion and analysis required by
paragraph (a) for the preceding fiscal
year.
3. The discussion and analysis
required by this paragraph (b) is
required to focus only on material
changes. Where the interim financial
statements reveal material changes from
period to period in one or more
significant line items, the causes for the
changes should be described if they
have not already been disclosed;
provided, however, if the causes for a
change in one line item also relate to
other line items, no repetition is
required. Registrants, need not recite the
amounts of changes from period to
period which are readily computable
from the financial statements. The
discussion should not merely repeat
numerical data contained in the
financial statements. The information
provided should include that which is
available to the registrant without undue
effort or expense and which does not
clearly appear in the registrant's interim
financial statements.
4. The registrant's discussion of
material changes in results of operations
should identify any significant elements
of the registrant's income or loss from
continuing operations which do not arise
IV-10
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from or are not necessarily
representative of the registrant's
ongoing business.
5. The registrant should discuss any
seasonal aspects of its business which
have had a material effect upon its
financial condition or results of
operation.
6. Registrants are encouraged but are
not required to discuss forward looking
information.
PART 210—FORM AND CONTENT OF
AND REQUIREMENTS FOR FINANCIAL
STATEMENTS, SECURITIES ACT OF
1933, SECURITIES EXCHANGE ACT OF
1934, PUBLIC UTILITY HOLDING
COMPANY ACT OF 1935, INVESTMENT
COMPANY ACT OF 1940, AND
ENERGY POLICY AND
CONSERVATION ACT OF 1975

4. A new § 210.10-01 (Interim financial
statements) is added as set forth below.
The present § 210.10-01 (Financial
statements of natural persons) is
amended by redesignating it as § 210.317 and revising it to read as set forth
below.
§ 210.10-01

Interim financial statements.

(a) Condensed statements. Interim
financial statements shall follow the
general form and content of presentation
prescribed by the other sections of this
Regulation with the following
exceptions:
(1) Interim financial statements
required by this rule need only be
provided as to the registrant and its
subsidiaries consolidated and may be
unaudited. Separate statements of other
entities which may otherwise be
required by this regulation may be
omitted.
(2) Interim balance sheets shall
include only major captions (i.e.,
numbered captions) prescribed by the
applicable sections of this Regulation
with the exception of inventories. Data
as to raw materials, work in process and
finished goods inventories shall be
included either on the face of the
balance sheet or in the notes to the
financial statements, if applicable.
Where any major balance sheet caption
is less than 10% of total assets, and the
amount in the caption has not increased
or decreased by more than 25% since the
end of the preceding fiscal year, the
caption may be combined with others.
(3) Interim statements of income shall
also include major captions prescribed
by the applicable sections of this
Regulation. When any major income
-statement caption is less than 15% of
average net income for the most recent
three fiscal years and the amount in the
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caption has not increased or decreased
by more than 20% as compared to the
corresponding interim period of the
preceding fiscal year, the caption may
be combined with others. In calculating
average net income, loss years should
be excluded, if losses were incurred in
each of the most recent three years, the
average loss shall be used for purposes
of this test. Notwithstanding these tests,
Rule 4-02 of Regulation S-X applies and
de minimis amounts therefore need not
be shown separately.
(4) The statement of changes in
financial position may be abbreviated,
starting with a singlefigure of funds
provided by operations and showing
other changes individually only when
they exceed 10% of the average of funds
provided by operationsfor the most
recent three years. Notwithstanding this
test, Rule 4-02 of Regulation S-X applies
and de minimis amounts therefore need
not be shown separately.
(5) The interim financial information
shall include disclosures either on the
face of the financial statements or in
accompanying footnotes sufficient so as
to make the interim information
presented not misleading. Registrants
may presume that users of the interim
financial information have read or have
access to the audited financial
statements for the preceding fiscal year
and that the adequacy of additional
disclosure needed for a fair
presentation, except in regard to
material contingencies, may be
determined in that context. Accordingly,
footnote disclosure which would
substantially duplicate the disclosure
contained in the most recent annual
report to security holders or latest
audited financial statements, such as a
statement of significant accounting
policies and practices, details of
accounts which have not changed
significantly in amount or composition
since the end of the most recently
completed fiscal year, and detailed
disclosures prescribed by Rule 4-08 of
this Regulation, may be omitted.
However, disclosure shall be provided
where events subsequent to the end of
the most recent fiscal year have
occurred which have a material impact
on the registrant. Disclosures should
encompass for example, significant
changes since the end of the most
recently completed fiscal year in such
items as: accounting principles and
practices; estimates inherent in the
preparation of financial statements;
status of long-term contracts;
capitalization including significant new
borrowings or modification of existing
financing arrangements; and the
reporting entity resulting from business

combinations or dispositions.
Notwithstanding the above, where
material contingencies exist, disclosure
of such matters shall be provided even
though a significant change since year
end may not have occurred.
(6) Detailed schedules otherwise
required by this Regulation may be
omitted for purposes of preparing
interim financial statements.
(b) Other instructions as to content.
The following additional instructions
shall be applicable for purposes of
preparing interim financial statements:
(1) Summarized income statement
information shall be given separately as
to each subsidiary not consolidated or
50 percent or less owned persons or as
to each group of such subsidiaries or
fifty percent or less owned persons for
which separate individual or group
statements would otherwise be required
for annual periods. Such summarized
information, however, need not be
furnished for any Such unconsolidated
subsidiary or person which would not
be required pursuant to Rule 13a-13 or
15d-13 to file quarterly financial
information with the Commission if it
were a registrant
(2) If appropriate, the income
statement shall show earnings per share
and dividends per share applicable to
common stock and the basis of the
earnings per share computation shall be
stated together with the number of
shares used in the computation. The
registrant shall file as an exhibit (in
accordance with the provisions of Item 7
of Regulation S-K, 17 CFR 229.20], a
statement setting forth in reasonable
detail the computation of per share
earnings, unless the computation is
otherwise clearly set forth in the report.
(3) If, during the most recent interim
period presented, the registrant or any
of its consolidated subsidiaries entered
into a business combination treated for
accounting purposes as a pooling of
interests, the interim financial
statements for both the current year and
the preceding year shall reflect the
combined results of the pooled
businesses. Supplemental disclosure of
the separate results of the combined
entities for periods prior to the
combination shall be given, with
appropriate explanations.
(4) Where a material business
combination accounted for as a
purchase has occurred during the
current fiscal year, pro forma disclosure
shall be made of the results of
operations for the current year up to the
date of the most recent interim balance
sheet provided (and for the
corresponding period in the preceding
year) as though the companies had
combined at the beginning of the period
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beingreportedon. This pro forma
information should as a minimum show
revenue, income before extraordinary
items and the cumulative effect of
accounting changes, including such
income on a per share basis, and net
income and net income per share.
(5) Where the registrant has disposed
of any significant segment of its
business (as defined in paragraph 13 of
Accounting Principles Board Opinion
No. 30) during any of the periods
covered by the interim financial
statements, the effect thereof on
revenues and net income—total and per
share—for all periods shall be disclosed.
(6) In addition to meeting the reporting
requirements specified by existing
standards for accounting changes, the
registrant shall state the date of any
material accounting change and the
reasons for making it. In addition, for
filings on Form 10-Q, a letterfrom the
registrant's independent accountant
shall befiled as an exhibit (in
accordance with the provisions of Item 7
of Regulation S-K. 17 CFR 229.20) in the
first Form 10-Q subsequent to the date
of an accounting change indicating
whether or not the change is to an
alternative principle which in his
judgment is preferable under the
circumstances; except that no letter from
the accountant need be filed when the
change is made in response to a
standard adopted by the Financial
Accounting Standards Board which
requires such change.
(7) Any material retroactive prior
period adjustment made during any
period convered by the interim financial
statements shall be disclosed, together
with the effect thereof upon net
income—total and per share—of any
prior period included and upon the
balance of retained earnings. If results
of operations for any period presented
have been adjusted retroactively by
such an item subsequent to the initial
reporting of such period, similar
disclosure of the effect of the change
shall be made.
(8) The interim financial statements
furnished shallreflect all adjustments
which are, in the opinion of
management, necessary to a fair
statement of the results for the interim
periods presented. A statement to that
effect shall be included. Such
adjustments shall include, for example,
appropriate estimated provisions for
bonus and profit sharing arrangements
normally determined or settled at yearend.
(c) Periods to be covered. The periods
for which interim financial statements
are to be provided in registration
statements are prescribed elsewhere in
this Regulation (see §§ 210.3-01 and 3-
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02). For filings on Form 10-Q, financial
statements shall be provided as set forth
below:
(1) An interim balance sheet as of the
end of the most recent fiscal quarter and
a balance sheet as of the end of the
preceding fiscal year shall be provided.
The balance sheet as of the end of the
preceding fiscal year may be condensed
to the same degree as the interim
balance sheet provided, An interim
balance sheet as of the end of the
corresponding fiscal quarter of the
preceding fiscal year need not be
provided unless necessary for an
understanding of the impact of seasonal
fluctuations on the registrant's financial
condition.
(2) Interim statements of income shall
be provided for the most recent fiscal
quarter, for the period between the end
of the preceding fiscal year and the end
of the most recentfiscal quarter, and for
the corresponding periods of the
precedingfiscal year. Such statements
may also be presented for the
cumulative twelve month period ended
during the most recent fiscal quarter and
for the corresponding preceding period.
(3) Interim statements of changes in
financial position shall be provided for
the period between the end of the
precedingfiscal year and the end of the
most recentfiscal quarter, and for the
corresponding period of the preceding
fiscal year. Such statements may also be
presented for the cumulative twelve
month period ended during the most
recentfiscal quarter and for the
corresponding preceding period.
(4) Registrants engaged in seasonal
production and sale of a single-crop
agricultural commodity may provide
interim statements of income and
changes infinancial position for the
twelve month period ended during the
most recentfiscal quarter and for the
corresponding preceding period in lieu
of the year-to-date statements specified
in (2) and (3) above.
(d) Review by independent public
accountant. The interim financial
information included in filings with the
Commission need not be reviewed by an
independent public accountant prior to
filing. If, however, a review of the data
is made in accordance with established
professional standards and procedures
for such a review, the registrant may
state that the independent accountant
has performed such a review. If such a
statement is made, the report of the
independent accountant on such review
shall accompany the interim financial
information.
(e) Filing of other interim financial
information in certain cases. The
Commission may. upon the informal
written request of the registrant, and

where consistent with the protection of
investors, permit the omission of any of
the interimfinancial information herein
required or thefiling in substitution
thereof of appropriate information of
comparable character. The Commission
may also by informal written notice
require the filing of other information in
addition to, or in substitution for, the
interim information herein required in
any case where such information is
necessary or appropriate for an
adequate presentation of the financial
condition of any person for which
interim financial information is required,
or whose financial information is
otherwise necessary for the protection
of investors.
§ 210.3-17

persons.

Financial statements of natural

(a) In lieu of the financial statements
otherwise required, a natural person
may file an unaudited balance sheet as
of a date within 90 days of date of filing
and unaudited statements of income for
each of the three most recent fiscal
years,
(b) Financial statements conforming
with the instructions as to financial
statements of subsidiaries not
consolidated and 50 percent or less
owned persons under § 210.3-09(a)(l)
shall be separately presented for: (1)
each business owned as a sole
proprietor, (2) each partnership,
business trust, unincorporated
association, or similar business
organization of which the person holds a
controlling interest and (3) each
corporation of which the person, directly
or indirectly, owns securities
representing more than 50 percent of the
voting power.
(c) Separate financial statements may
be omitted, however, for each
corporation, business trust,
unincorporated association, or similar
business organization if the person's
total investment in such entity does not
exceed 5 percent of his total assets and
the person's total income from such
entity does not exceed 5 percent of his
gross income; Provided, that the
person's aggregate investment in and
income from all such omitted entities
shall not exceed 15 percent of his total
assets and gross income, respectively.
5. Paragraph (f) of § 210.3-01,
paragraph (b) of § 210.3-02 and
paragraphs (a) and (b) of § 210.3-12 are
revised to read as set forth below.
§ 210.3-01 Consolidated balance sheets.

(f) Any interim balance sheet
provided in accordance with the
requirements of this section may be
unaudited and need not be presented in
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greater detail than is required by
§ 210.10-01. Notwithstanding the
requirements of this section, the most
recent interim balance sheet included in
a filing shall be at least as current as the
most recent balance sheetfiled with the
Commission on Form 10-Q.
§ 210.3-02 Consolidated statements of
Income and changes In financial position.

(b) In addition, for any interim period
between the latest audited balance
sheet and the date of the most recent
interim balance sheet being filed, and
for the corresponding period of the
preceding fiscal year, statements of
income and changes in financial
position shall be provided. Such interim
financial statements may be unaudited
and need not be presented in greater
detail than is required by § 210.10-01.
§210.3-12 Age of financial statements at
effective date of registration statement or
at mailing date of proxy statement.

(a) If the financial statements in a
filing are as of a date 135 days or more
prior to the date the filing is expected to
become effective or proposed mailing
date in the case of a proxy statement,
the financial statements shall be
updated, except as specified in the
following paragraphs, with a balance
sheet as of an interim date within 135
days and with statements of income and
changes in financial position for the
interim period between the end of the
most recentfiscal year and the date of
the interim balance sheet provided and
for the corresponding period of the
preceding fiscal year. Such interim
financial statements may be unaudited
and need not be presented in greater
detail than is required by § 210.10-01.
Notwithstanding the above
requirements, the most recent interim
financial statements shall be at least as
current as the most recent financial
statements filed with the Commission on
Form 10-Q.
(b) Where the anticipated effective
date of a filing, or in the case of a proxy
statement the proposed mailing date,
falls within 90 days subsequent to the
end of the fiscal year, thefiling need not
include financial statements more
current than as of the end of the third
fiscal quarter of the most recently
completed fiscal year unless the audited
financial statements for such fiscal year
are available or unless the anticipated
effective date or proposed mailing date
falls after 45 days subsequent to the end
of the fiscal year and the registrant does
not meet the conditions prescribed
under paragraph (c) of § 210.3-01. If the
anticipated effective date or proposed
mailing date falls after 45 days
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subsequent to the end of thefiscal year
and the registrant does not meet the
conditions prescribed under paragraph
(c) of § 210.3-01, the filing must include
audited financial statements for the
most recently completed fiscal year.
PART 230.—GENERAL RULES AND
REGULATIONS, SECURITIES ACT OF
1933

6. In § 230.175 paragraphs (b) and
(c)(3) are revised to read as follows:
§ 230.175 Liability for forward-looking
statements by issuers.

(b) This rule applies to: (1) a forwardlooking statement (as defined in
paragraph (c) below) made in a
document filed with the Commission, in
Part I of a quarterly report on Form 10Q, 17 CFR 249.308a, or in an annual
report to shareholders meeting the
requirements of Rules 14a-3 (b) and (c)
or 14c-3 (a) and (b) under the Securities
Exchange Act of 1934, (2) a statement
reaffirming the forward-looking
statement referred to in (b)(1)
subsequent to the date the document
was filed or the annual report was made
publicly available, or (3) a forwardlooking statement made prior to the date
the document wasfiled, or the date the
annual report was made publicly
available if such forward-looking
statement is reaffirmed in a filed
document, Part I of a Form 10-Q, or
annual report made publicly available
within a reasonable time after the
making of such forward-looking
statement.
(c) * * *
(3) A statement of future economic
performance contained in management's
discussion and analysis of financial
condition and results of operations
pursuant to Item 11 of Regulation S-K,
17 CFR 229.20; or
PART 240—GENERAL RULES AND
REGULATIONS, SECURITIES
EXCHANGE ACT OF 1934

7. In Section 240.3b-6 paragraphs (b)
and (c)(3) are revised to read as follows:
§ 240.3b-6 Projections of future economic
performance by issuers.

(b) This rule applies to: (1) a forwardlooking statement (as defined in
paragraph (c) below) made in a
document filed with the Commission, in
Part I of a quarterly report on Form 10Q, 17 CFR 249.308a, or in an annual
report to shareholders meeting the

requirements of Rules 14a-3 (b) and (c)
or 14c-3 (a) and (b) under the Securities
Exchange Act of 1934, (2) a statement
reaffirming the forward-looking
statement referred to in (b)(1)
subsequent to the date the document
wasfiled or the annual report was made
publicly available, or (3) a forwardlooking statement made prior to the date
the document wasfiled or the date the
annual report was made publicly
available if such forward-looking
statement is reaffirmed in a filed
document or annual report made
publicly available within a reasonable
time after the making of such forwardlooking statement.
(c) * * *
(3) A statement of future economic
performance contained in management's
discussion and analysis of financial
condition and results of operations
pursuant to Item 11 of Regulation S-K,
17 CFR 229.20; or

PART 250—GENERAL RULES AND
REGULATIONS, PUBLIC UTILITY
HOLDING COMPANY ACT OF 1935

8. In § 250.103A paragraphs (b) and
(c)(3) are revised to read as follows:
§ 250.103A Projections of future economic
performance by issuers.

(b) This rule applies to: (1) forwardlooking statement (as defined in
paragraph (c) of this section) made in a
documentfiled with the Commission, in
Part I of a quarterly report on Form 10Q, 17 CFR 249.308a, or in an annual
report to shareholders meeting the
requirements of Rules 14a-3 (b) and (c)
or 14c-3 (a) and (b) under the Securities
Exchange Act of 1934, (2) a statement
reaffirming the forward-looking
statement referred to in (b)(1) of this
section subsequent to the date the
document was filed or the annual report
was made publicly available, or (3) a
forward-looking statement made prior to
the date the document wasfiled or the
date the annual report was made
publicly available if such forwardlooking statement is reaffirmed in a filed
document or annual report made
publicly available within a reasonable
time after the making of such forwardlooking statement.
(c) * * *
(3) A statement of future economic
performance contained in management's
discussion and analysis of financial
condition and results of operations

IV-13

pursuant to Item 11 of Regulation S-K,
17 CFR 228.20; or
PART 260—GENERAL RULES AND
REGULATIONS, TRUST INDENTURE
ACT OF 1939

9. In § 260.0-11 paragraphs (b) and
(c)(3) are revised to read as follows:
§ 260.0-11 Projections of future economic
performance by Issuers.

(b) This rule applies to: (1) a forwardlooking statement (as defined in
paragraph (c) of this section) made in a
documentfiled with the Commission, in
Part I of a quarterly report on Form 10Q, 17 CFR 249.308a, or in an annual
report to shareholders meeting the
requirements of Rules 14a-3 (b) and (c)
or 14c-3 (a) and (b) under the Securities
Exchange Act of 1934, (2) a statement
reaffirming the forward-looking
statement referred to in (b)(1)
subsequent to the date the document
wasfiled or the annual report was made
publicly available, or (3) a forwardlooking statement made prior to the date
the document wasfiled or the date the
annual report was made publicly
available if such forward-looking
statement is reafirmed in a filed
document or annual report made
publicly available within a reasonable
time after the making of such forwardlooking statement.
(c)
(3) A statement of future economic
performance contained in management's
discussion and analysis of financial
condition and results of operations
pursuant to Item 11 of Regulation S-K,
17
* CFR
* 229.20;
* *or *
(Secs. 6, 7,10,19(a), 48 Stat. 78, 81, 85: secs.
205, 209, 48 Stat. 906, 908; sec. 8, 68 Stat. 658;
sec. 1, 79 Stat. 1051. Secs. 13,15(d), 23(a), 48
Stat. 894. 895, 901; sec. 203(a), 49 Stat. 704;
secs. 3, 8, 49 Stat. 1377,1379; secs. 4, 8, 78
Stat. 469, 570-574; sec. 2, 82 Stat. 454; secs. 1,
2, 84 Stat. 1497; secs. 10,18, 89 Stat. 119,155;
sec. 308(b), 90 Stat. 57; secs. 202, 203, 204, 91
Stat. 1494,1688,1499.1500; sec. 20(a), 49 Stat.
833; sec. 319(a), 53 Stat. 1149,15 U.S.C. 77f,
77g, 77j, 77s(a), 78m, 78o(d), 78w(a), 79t,
77nnn(a))
Procedural Matters

With respect to the technical
amendment to Rule 3-12(b) of
Regulation S-X (17 CFR 210.3-12(b)), as
required by Section 23(a) of the
Exchange Act (15 U.S.C. 78w), the
Commission has considered the impact
that such technical amendment would
have on competition and has concluded
that such amendment would not impose
any burden on competition. Further, the
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Commission believes that it is
appropriate to adopt the amendment
effective immediately in order to
achieve the purpose intended in the23rule
changes adopted September 2,1980.
Accordingly, pursuant to Section 553(b)
of the Administrative Procedure Act
("APA") (5 U.S.C. 553(b)), the
Commission for good cause finds that
notice and opportunity for public
comment at this time is impracticable,
unnecessary and contrary to the public
interest.
Authority
The Commission hereby adopts the
foregoing amendments pursuant to
Sections 6, 7, 8, and 19(a) of the
Securities Act of 1933 and Sections 12,
13,15(d) and 23(a) of the Securities
Exchange Act of 1934. The amendment
to the safe harbor rules for projections is
also adopted pursuant to Section 20 of
the Public Utility Holding Company Act
of 1935 (15 U.S.C. 79t) and Section 319(a)
under the Trust Indenture Act of 1934
(15 U.S.C. 77nnn(c)).
By the Commission.
George A. Fitzsimmons,
Secretary.
February 9, 1981.
[FR Doc. 81-5310 Filed2-13-61;-8:45am)
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